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“,..and | looked him straight in the eye and said, “NO! “” 


MARY: Boss or no boss, I just won't do it! Imagine him expecting a girl to use one 
piece of carbon paper 60 times! 


PEGGY: Hold on, Mary! If you weren’t new here, you’d know he’s not expecting too 
much. You sce, we use nothing but Roytype Park Avenue Carbon Paper, and 
one shect can be used not just 20 times, but up to 60 times, cleanly and clearly. 
Look, here’s proof... 





This {s the first copy made with a fresh sheet of 
Roytype Park Avenue Carbon Paper. See how sharp, 
clear, and distinct it is. You'll find succeeding 
copies will also be clean, crisp, and easy to read. 











MARY: Clory be! Tow is it possible? 
PEGGY: Well, Roytype Park Avenue is made by the Royal Typewriter Company. They 


have special machines that soak the ink right down into the paper fiber—deep- 
inking, they call it. Plus that, Park Avenue’s extension edge lets you reverse 
each sheet, top to bottom, so that all areas of the paper can be used. 

MARY: Zsn’t it hard to get, these days? 

PEGGY: Not at all! It’s as easy as picking up your phone and calling your local Royal 
Typewriter Representative or Roytype dealer... Hey, where are you going? 


MARY: I’m going in and see that smart boss of mine. And, lady, I’m going to eat crow! 





Carbon Papers and Ribbons 


SK your Roytype Representative now 
A about the many different carbon 
papers in the complete Roytype* line— 
one of which will exactly fit your needs. 

Ask him, too, about Roytype ribbons. 
They’re made from a formula which 
enables the ink actually to flow through 
the fabric into the used parts—thus con- 
stantly renewing life. 


Buy on the Coupon Plan 
By purchasing your carbon paper and rib- 
bons on the Coupon Plan, you obtain the 
following advantages: 
1. You save money due to the discount al- 
lowed. 


2. You can redeem the coupons as you need 
fresh supplies of carbon paper and ribbons. 


3. You do not have to keep excess stock on 


hand. 


(— ROYTYPE 


Carbon Papers and Ribbons 
made by the 


ROYAL 











*Trade-mark Registered U. S. Pat, Off. 


TYPEWRITER emg 





Copr. 1944, Royal Typewriter Company, Inc. 
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- DATES AHEAD 


| All dates are listed as scheduled at time 
| of publication of this issue. Subsequent 
| changes may be made. 


Meeting Dates of Controls 
November 


November 1—Bridgeport, Birm- 
ingham 

November 2—Philadelphia 

November 8—Baltimore, Twin 
Cities 

November 9—Dayton, Hartford, 


New York City, 
November 13—Kansas City 
November 14—Buffalo, Cincinnati, 

Cleveland, Milwaukee 


geles, San Francisco, Toledo 
November 17—Portland 
November 20—Pittsburgh 
November 21—Boston, Chatta- 
nooga, New Orleans, Springfield, 
Syracuse 
November 22—Indianapolis 
November 28—Atlanta, Chicago, 
Detroit, District of Columbia, 
Houston, St. Louis 
November 29—Louisville, Roch- 
ester, Western Michigan 
November 30—Seattle 


December 
December 5—Buffalo, 
nooga, Twin Cities 
December 7—Dayton, Philadel- 
delphia, Quad-Cities 
December 11—Kansas City 


Chatta- 


(Special Meeting), Indianapolis 
December 14—Hartford, New 
York City, Toledo 
December 15—Chicago, Portland 
December 18—Pittsburgh 
December 19—Boston, 
Houston, Springfield, Syracuse 


Francisco 
December 26—Atlanta, Detroit, 
District of Columbia, St. Louis 
December 27—Louisville, Roch- 
ester, Western Michigan 
December 28—Seattle 


NOTE: Birmingham, Bridgeport and New 
Orleans meeting dates in December to be 
announced. 





Quad-Cities | 


November 16—Dallas, Los An- | 


December 12—Cincinnati, Cleve- | 
land, Milwaukee 
December 13—Baltimore, Boston 


Dallas, | 


December 21—Los Angeles, San | 





| 
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Editorial Comment 


How to Terminate Questionnaires 


UST recently an official of a large, nationally known 

manufacturing company, released a startling report 
in New York City setting forth the thousands of re- 
ports his company had been compelled to make to gov- 
ernmental agencies in the course of one year, and what 
the compiling of those reports had cost his company. 

It directed attention to what is going on in this field, 
in spite of the reductions in the number, size and scope 
of governmental questionnaires which has been brought 
about by the intensive activities of the Advisory Com- 
mittee on Government questionnaires, composed of 
representatives of industry and business. 

Answering questionnaires is one thing, and making 
reports is another. It must be noted that the Committee 
named above concerns itself only with questionnaires. 
Its jurisdiction does not cover the reports required un- 
der the Revenue Acts and the Social Security laws, to 
name just two fields in which voluminous reports are 
required. 

There is some hope of doing away, within the next 
year, with many of the questionnaires and forms which 
have a war background. These questionnaires bear 
numbers, allotted by the Bureau of the Budget, and all 
have expiration dates. Business itself must take the 
initiative and make the first moves toward eliminating 
questionnaires which outlive their usefulness, as the 
war moves on. 

As the expiration date of a given questionnaire ap- 
proaches, the governmental agency which is responsible 
for it must make application to the Bureau of the 
Budget for an extension or renewal of the permission 
to use the questionnaire. If no opposition to the ques- 
tionnaire, on the part of industry, or objection to its 
continued use, has been made known to the Bureau of 
the Budget, the chances are that permission to continue 
using it will be extended. 

Right here is where industry has its opportunity to 
make a case against further use of a given question- 
naire, if facts can be marshalled to show that it is no 
longer needed, and that it no longer serves a useful 
purpose. It behooves controllers therefore, as the ones 
who usually compile the replies to questionnaires, to 
be on the alert and to note expiration dates of question- 
naires which seem to have served their war purposes. 

Having noted the approach of an expiration date of 
a questionnaire, and having satisfied himself that the 


464 


questionnaire calls for information which appears to 
be no longer needed by the agency which first requested 
it, what should the controller do? The answer is simple: 
Call it to the attention of the Advisory Committee on 
Government Questionnaires. 

It is very likely that other controllers would join in 
the request that the question of extending the time 
limit of the period in which a specific questionnaire 
may be used, be examined and weighed carefully, if 
the objections to such extension are sound. 

This appears to be a first step toward lightening the 
war load on industry a bit. A few questionnaires al- 
ready have been wiped out by this method. The num- 
ber is small. It is quite possible however that many 
more can be disposed of in 1945, if controllers take the 
trouble to ask that action be taken. 

It is doubtful that any governmental agency will it- 
self ask that the use of a questionnaire for which it is 
responsible, be discontinued. There does not seem to be 
much use waiting for that to happen. It is fortunate 
that machinery is available by which industry itself may 
seek to rid itself of this burden gradually. That instru- 
mentality is the Advisory Committee on Government 
Questionnaires, which has been so helpful to the Bu- 
reau of the Budget in the past two years in passing on 
requests for approval of new questionnaires. The Com- 
mittee’s offices are at 1615 H Street, N. W., Washing- 
ton 6, D. C. Mr. Russell Schneider is its executive 
secretary. 

The job of that Committee, it appears, is far from 
completed, even though requests for permission to send 
out new questionnaires are not as numerous as they 
were a year ago. Its new job will be to assist in getting 
rid of questionnaires heretofore approved, when the 
need for them has passed. The new job on the face of 
it would appear to be much more difficult than its first 
task. Controllers may use their Institute as a clearing 
house in assembling the facts concerning questionnaires. 

As for reports to governmental agencies which do 
not fall in the category of replies to questionnaires, the 
prospect for cutting-them down is not at all bright. 
Collecting income taxes for the government involves 
the making of a report for practically every employee. 
Providing old age benefits and unemployment com- 
pensation for millions of workers means the filing of 
individual reports, and these are but two classes. Busi- 
ness must resign itself to continuing to make those re 
turns. 
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One of Controllership’s Leaders Is Gone 


PARKE THORNTON meant a great deal to con- 
. trollership, and his chosen calling meant much to 
him. This man, who has just been taken from us in his 
prime, came out of the west, became a public account- 
ant, and after fourteen years in that work, stepped into 
a position of responsibility with the White Motor Com- 
pany, first as controller, and later as vice-president and 
controller. 

The Controllers Institute had not been in existence 
long before he became interested in it and soon was 
known as one of its most active figures. It was he who, 
before this country went to war, foresaw the control 
and reporting problems with which the Government 
and industry must inevitably jointly be faced, in the 
race to provide the sinews of war. He was one of the 
first to face those problems, and to propose measures to 
meet them. They were problems arising from the estab- 
lishment of governmental controls over materials, 
ptices, and production, and the methods of applying 
those controls. He was an advocate of simplicity, an 
opponent of excessive red tape. 

He was early in the field in the fight against unneces- 
sary and complicated governmental questionnaires, and 
was instrumental in setting up the machinery to combat 
them, in conjunction with the first committee set up by 
the War Production Board, and later as a member of 
the Advisory Committee on Government Question- 
naires, an arm of the Federal Bureau of the Budget. 
That Committee was composed originally of five men 
representing industry and business. He was numbered 
among them, as the representative of The Controllers 
Institute, and performed valuable service in organizing 
and carrying out the work of the Committee over a 
period of nearly two years. He headed the important 
work of simplifying financial reporting forms, serving 
as chairman of a special subcommittee established for 
that purpose. Industry is greatly indebted to him for his 
foresight, energy, and intelligent application of his 
talents to this cause. 

From Dr. Stuart A. Rice, Assistant Director of the 
Bureau of the Budget, in charge of statistical standards, 
came an expression of sorrow at Mr. Thornton’s pass- 
ing. He says: “I was unacquainted with any members 
of his family, but I had come to regard him as a good 
friend and co-worker for whose passing I feel sorrow. 
May I express this sentiment to you, as the executive of 
the organization through which I came in contact with 
him, and ask you to convey my sympathies to whom- 
ever they might be appropriately expressed ?” 

Mr. Thornton served a term as President of the 
Cleveland Control, of .the Controllers Institute of 
America; and was a member of the National Board of 
Directors of The Institute for three years. He was a 
member of The Institute’s Advisory Council at the time 
of his death. He was earnest, forceful yet diplomatic 
and tactful, and blessed with a happy disposition which 
won him many friends who were impressed by his sin- 
cerity and ability. He will be sorely missed in the coun- 
cils of controllership. 





The Controller, November, 1944 





Those Non-Necessit 'y Certificates 


hci: facts are coming to light about “non-neces- 
sity’ certificates, the latest prize to be drawn out of 
the Washington maze of governmental controls. Con- 
tractors and sub-contractors should analyze their facili- 
ties before making an application for non-necessity cer- 
tificates, as only emergency facilities which have been 
certified by a necessity certificate can be included in an 
application for a non-necessity certificate. There are no 
arbitrary dates for filing of applications for the non- 
necessity certificates, as an application may be filed at 
any time after the facility has ceased to be used (gov- 
ernment English) in the war effort, with the sole time 
limitation that they must be filed prior to the expira- 
tion of sixty months from the date of acquisition or 
completion. 

The date of filing an application will have no bear- 
ing on the effective date of the non-necessity certificate. 

The Bureau of Internal Revenue has ruled that a 
taxpayer applying for a non-necessity certificate must 
declare his intention to use it within three months of 
its issuance. The application for such a certificate is 
Form WPB-3984, with Instructions and Schedule. 

The Controllers Institute of America will shortly 
issue a bulletin, giving “Do” and “Don’t” hints, as 
well as general information concerning the method of 
obtaining and of using, such a certificate. 


Accepted Theory and Practice of Controllership 


F*: C. HANDS is to be congratulated. He is control- 
ler of Ben E. Keith Company, of Fort Worth, 
Texas. A copy of the annual report of his company, for 
the year ended June 30, 1944, has come to hand. It con- 
sists entirely of a Controller’s Report, to the Board of 
Directors, and is put out in an eight-page folder, with 
cover. It bears only one signature, that of Mr. Hands, 
as controller. There are four pages of text, in which 
Mr. Hands tells the story of the year’s operations, and 
their effects on the company’s financial standing, with 
details of the accounting procedures. It is a merchan- 
dising company. 

The second paragraph of the report reads: “Con- 
sistent with the procedure followed in previous years, 
the analysis of the operations and the preparation of 
the financial statement were made in accordance with 
accepted theory and practice of Controllership.” 

And on the last page the Declaration of Principle of 
The Controllers Institute of America is published. 

It would be worth while for controllers to ask Mr. 
Hands whether a cop is available. 


Committee Entitled to Credit 


J gece letters are being received from members, 
commending the program and arrangements of 
the Thirteenth Annual Meeting of The Controllers In- 
stitute of America. The Convention Committee is en- 
titled to the major portion of the credit for the success 
of the affair. 


RAST: 











I think that I can best introduce our 
subject by recalling to your mind the 
question that has been so frequently 
asked: “If they are going to take the 
tax out of my pay, why don’t they take 
out the right amount?” And then, too, 
there are those other familiar words: 
“I don’t mind paying the tax, if the 
government will just tell me what I 
owe!” 

This query as well as this plaintive 
comment are perfectly understandable. 
Of course, I don’t have to explain all 
the answers that could have been made 
for you know them as well as I, but I 
would like to explain how the Con- 
gress has gone a long way towards ren- 
dering those answers not quite so neces- 


Saty. 


First, it has provided a practical method for 
determining the final tax liability directly from 
the total wages paid in the same manner as tax 
is withheld, thereby eleminating the effect of 
personal deductions as one cause of the varia- 
tion between the withholding tax and the final 


Second, it has provided a method for mak- 
ing the personal exemptions and credit for 
dependents more nearly the same for both the 
final liability and the withholding tax, thereby 
virtually eliminating another one of the major 
sources of disagreement between the two taxes. 

Third, it has provided for a graduated with- 
holding rate through the second surtax bracket 
which will bring the two taxes in closer align- 
ment. 

Fourth, it has narrowed the wage brackets 
and made other changes in the withholding 
tables, thereby increasing the accuracy of the 
tax to be withheld, and— 

Fifth, it has authorized the collectors to 
take over the job of determining the tax for 
a very large portion of the taxpaying popula- 
tion. 


We shall examine each of these sepa- 
rately. 

The first item has reference to the 
method for determining the final tax 
liability directly from the total wages 
paid. This is where we encounter our 
first basic difference between the 1944 
Act and the Current Tax Payment Act. 
Under the Current Tax Payment Act, 
the final tax liability was based on a 
figure which was subject to wide varia- 
tion from that on which the tax was 
withheld; whereas, the opposite is true 
under the 1944 Act. The device used 
for accomplishing this is exceedingly 
simple. As for example, the Congress 
has said to the wage earner: If you 
have, in the course of the year, a salary 
of, let us say, $2,000 you shall be en- 
titled to deduct 10 per cent. for per- 
sonal deductions, and pay a 3 per cent. 
normal tax and a 20 per cent. surtax on 
the remainder after giving effect to 
personal exemptions. At the same time, 
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Withholding Tax Changes Made 


By Thomas C. Atkeson 


the Congress has said to the employer 
that he must withhold on the gross sal- 
ary of $2,000 before the 10 per cent. 
deduction but after appropriate exemp- 
tion allowances, at a 3 per cent. normal 
rate reduced by 10 per cent., or 2.7 per 
cent.; and a surtax of 20 per cent. re- 
duced by 10 per cent., or 18 per cent. 
In one instance the income is reduced 
by 10 per cent. and the full rates ap- 
plied. In the other, the rates are re- 
duced by 10 per cent. and applied to 
the full income. The two methods pro- 
duce similar arithmetic results. 

In order to permit the application of 
this simple bit of arithmetic, however, 
the Congress had to first establish a 
fixed and definite anchorage to which 
the 10 per cent. standard deduction for 
everybody could be tied. That anchor- 
age has been termed by the Act as ‘‘Ad- 
justed gross income,” and I like to view 
that item as the lowest common denom- 
inator for all taxpayers. It is the one 
figure on the tax return that is compa- 
rable for all returns irrespective of the 
size or nature of the taxpayer’s income. 
This item will be shown on every in- 
come tax return Form 1040 and a com- 
parable figure will be shown on the 
withholding receipt by all taxpayers 
who use the witholding receipt Form 
W-2 in lieu of Form 1040. 


“ADJUSTED GROss INCOME” 


An item of this importance deserves 
some rather careful defining. It is pos- 
sible to give an accurate definition, al- 
though not very helpful, by merely say- 
ing, the term means gross income as 
computed under section 22 of the Code, 
minus such of the deductions allowable 
under section 23 as are specified in sec- 
tion 22(n). I certainly would not leave 
you to struggle with such a definition 
as that. For our purpose, I should like 
to approach this definition from a di- 
rection which I think will be helpful to 
us when we attempt to appraise its sig- 
nificance from the standpoint of with- 


holding and the use of the withholding 
receipt as a tax return. 

In the case of salaries and wages, “ad- 
justed gross income” means: the total 
of the salaries and wages received, less 
(a) expenses of travel, meals and lodg. 
ing in connection with employment 
while away from home in the perform. 
ance of services as an employee, and 
(b), reimbursed expenses in connection 
with employment. 

There are three things to note about 
this definition: (a) it makes no change 
whatsoever in the present rules of with- 
holding; (b) it places the base for 
withholding and the base for the deter- 
mination of the final tax liability on 
precisely the same footing; and (c) 
with the exception of these two deduct- 
ible items of traveling and reimbursed 
expenses which are rare—in a relative 
sense—“‘adjusted gross income,” so far 
as salaries and wages are concerned, 
means simply total salaries and wages. 

In the case of dividends and interest, 
“adjusted gross income” also means 
simply total dividends and interest. 

At this point, it may be well to draw 
attention to the fact that, under this 
definition, the investor is denied the 
right to charge against interest and 
dividends certain expenses incurred in 
the collection of taxable income in the 
same manner that the worker is denied 
the right to charge against his wages 
expenses for tools, special work clothes, 
and other expenses incident to earning 
his wages. These expenses, in the case 
of both the investor and the wage 
earner are covered by the standard de- 
duction allowed to each. In both cases, 
of course, these are deductible items 
from adjusted gross income where the 
taxpayer does not use the standard de- 
duction. These items cannot be called 
personal deductions but neither are 
they classified as “Trade or business de- 
ductions” in a trade or business other 
than in the performance. of services as an 
employee. 

In the case of annuities, “adjusted 
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DECEMBER 1, 1944 


Mark the date! Before then, in anticipation of the various changes 
wrought by the new Act, employers must obtain new withholding ex- 
emption certificates, and should have their payroll departments pre- 
pared to function on and after January 1, 1945 under the new system. 
Mr. Atkeson, Head of The Clearing Division, Bureau of Internal 
Revenue, presented this paper at the October 19 meeting of the New 


—THE EDITOR 
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gross income” means 3 per cent. of the 
total cost of the annuity until the en- 
tire cost is recovered, after which the 
entire amount received each year is 
“adjusted gross income.” In the case of 
rent, it means the gross rent received 
less depreciation, repairs, and other ex- 
penses properly chargeable against such 
rents. In the case of a trade or busi- 
ness, it means total receipts less the 
items currently deductible in arriving 
at net profits. In the case of partner- 
ship and fiduciary income, it means the 
distributable portion. In the case of 
sales or exchanges of property, it 
means the net gain or loss from the sale 
of capital assets or the net gain or loss 
from sale. or exchange of property 
other than capital assets as currently re- 
quired to be reported. From the stand- 
point of the aggregate of all these items, 
it means the algebraic sum of the “‘ad- 
justed gross incomes” for all items. 
That is to say, if the “adjusted gross in- 
come” from salaries and wages is a plus 
$2,000, and the “adjusted gross income”’ 
from rent is a minus $200, then the ag- 
gregate “adjusted gross income’ is 
$1,800. 

Now, let us see just what this defini- 
tion means in terms of our discussion. 
First, it means absolutely no change in 
the withholding base end, therefore, 
you will do nothing different in your 
withholding than you do at present; 
second, no new deductions from gross 
income have been created; third, it 
merely provides a definite, uniform and 
equitable item against which the 10 per 
cent. standard deduction may be ap- 
plied in constructing a tax table on the 
annual tax return, which will permit 
the taxpayer to pass directly from his 
“adjusted gross income’ to his tax 
without the necessity of intervening 
calculations on the Form 1040; and, 
permits the collector to do likewise on 
the Form W-2 when that form is used 
as the tax return. In general, it is an 
extension of the Supplement T idea 
used on the old Form 1040-A to all in- 
comes up to $5,000 and to all sources 
of income. You will recall that the old 
Form 1040-A was limited to gross in- 
comes of under $3,000 and to salaries, 
wages, interest and dividends. 

In connection with the definition of 
“adjusted gross income,” I have re- 
ferred to the standard deduction. The 
ele of the standard deduction has 

en stated, so I will not dwell upon 
that phase of it. As you have also 
observed, all allowable deductions not 
permitted in arriving at “adjusted gross 
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income” are included in the standard 
deduction. 

Of what does the standard deduction 
consist? Of an amount in lieu of the 
following: contributions; nontrade or 
nonbusiness taxes and interest; non- 
trade or nonbusiness losses through 
theft, fire, etc—(this does not include 
losses arising out of sale or exchange of 
property); medical and dental ex- 
penses; alimony; amortizable bond pre- 
miums; expenses incurred in the pro- 
duction or collection of taxable income 
or in the management of property held 
for the production of taxable income; 
gambling losses; the $500 special de- 
duction for the blind; workers tools; 
special work clothes; and union dues. 

The standard deduction is also in 
lieu of certain credits as well as the de- 
duction items that I have mentioned. 
These credits are the normal tax credit 
in the case of interest subject only to 
the surtax, the 2 per cent. credit on tax- 
free covenant bond interest, and the 
credit for foreign taxes. - 


FLAT PER-CAPITA EXEMPTIONS 


Now, let us pass to the second major 
item that I mentioned at the outset as 
one of the steps that Congress has 
taken in the 1944 Act to reduce the dis- 
parity between the tax withheld and 
the final liability which item had refer- 
ence to the personal exemptions and 
credit for dependents. As you will re- 
call, the present withholding tables 
have a rather complicated multiple cap- 
tion to give effect to the $1,200, $500, 
and $350 system of exemptions and 
credits. In lieu of these separate 
amounts, the Act provides a flat $500 
per-capita system of exemptions. By 
providing this per-capita system, it was 
possible to mechanically construct a far 
simpler series of withholding tables for 
the various payroll periods, as well as 
to construct tables that would more 
closely tie in with the annual tax table 
provided by Supplement T on which 
the final tax liability is based. 

In addition, the change in the exemp- 

tion system commends itself by: 
(1) permitting exemptions to be claimed for 
dependents, irrespective of age limit; (2) 
eliminating the highly confusing head-of-fam- 
ily status; (3) eliminating the July 1 status 
determination date for purposes of Supplement 
T on the 1040-A returns; (4) eliminating the 
bothersome mentally and physically incapable- 
of-self-support test; and (5) eliminating the 
need to prorate exemptions for change of 
status during the year. 


However, I am not suggesting that 
the per capita exemption has solved all 
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our troubles with respect to exemptions 
and credits, nor, in fact, that it has not 
actually created some new ones; but, 
from an over-all standpoint, it has gone 
a long ways towards achieving simpli- 
fication of operations compared with 
the present system and eliminating 
some of the disparity between the tax 
withheld and the final liability. I shall 
not attempt to draw further compari- 
son with the present system, but will 
describe the exemption system in the 
1944 Act as briefly as possible. 

Every person with an income of $500 
or more is entitled to one normal tax 
exemption of $500 as well as one $500 
exemption against surtax. This simply 
means that in the case of a single man 
with a taxable base of $1,800 that he 
takes $500 away from the $1,800 leav- 
ing $1,300 subject to a normal tax of 3 
per cent., and he also takes $500 away 
from $1,800 leaving $1,300 subject to a 
surtax of 20 per cent. If that man takes 
unto himself a wife (and the wife has 
no income and is not the dependent of 
another) then he becomes entitled to two 
surtax exemptions of $500 apiece, one 
for himself and one for his wife, but 
his normal tax exemption remains un- 
changed. Certain delicacies in the situa- 
tion prevent the wife or husband from 
being called a dependent so we simply 
refer to her (or him) as another “‘sur- 
tax exemption.” 

So, in this case we now have still just 
one normal tax exemption of $500 to 
subtract from $1,800 leaving the same 
$1,300 subject to a normal tax of 3 per 
cent. but we have two surtax exemp- 
tions, one for the husband and one for 
the wife, of $500 each, or $1,000, to 
subtract from $1,800 leaving $800 sub- 
ject to a surtax of 20 per cent. 

Let us follow the order of natural 
events and take this case just one step 
further and assume that the man and 
wife now have one child. Here we don’t 
hesitate to use the word “dependent” 
as applied to the child. So we have one 
surtax exemption for the husband, one 
for the wife and one for the dependent, 
or a total of three surtax exemptions of 
$500 each. Again the one normal tax 
exemption is unaffected. In this situa- 
tion we again subtract $500 normal tax 
exemption from $1,800 leaving $1,300 
subject to 3 per cent. and we subtract 
$1,500 surtax exemptions from $1,800 
leaving $300 subject to a surtax of 20 
per cent. And of course, for each addi- 
tional dependent another surtax exemp- 
tion of $500 follows. It is the number 
of surtax exemptions that guides us to 
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the column in the withholding tables 
which contains the tax to be withheld; 
the same is true in locating the tax in 
the final liability table on Form 1040 
and that number will also govern the 
collector in determining the tax in 
those instances where Form W-2 is 
used as a return. All tables automati- 
cally give effect to the constant one nor- 
mal tax exemption. The supplement T 
tax table on Form 1040, in addition, 
makes provision by means of a footnote 
for two normal tax exemptions in the 
case of a joint return where both 
spouses have incomes. 


“‘DEPENDENT” DEFINED 


I have just used the word “depend- 
ent” and indicated why I didn’t mean 
husband (or wife). Let us see who is a 
dependent. First, I should like to make 
it clear that in prior acts the term “‘per- 
sonal exemption” applied to husband 
and wife and the term “credit for de- 
pendents” applied to dependents. Un- 
der the 1944 Act, the term ‘“‘surtax ex- 
emption” applies to dependents as well 
as to husband and wife; thus, a hus- 
band, wife, and two dependents equal 
four surtax exemptions. Now, as to 
who is a dependent. In addition to the 
surtax exemption allowed to a taxpayer 
for himself and for his spouse, he is en- 
titled to a surtax exemption of $500, 
for each individual—(1) who is closely 
related to him; (2) who receives more 
than one-half of his or her support 
from the taxpayer for the calendar year 
in which the taxable year of the tax- 
payer begins; (3) who has less than 
$500 income of his or her own during 
the year; and (4) who is a citizen of the 
United States or resident of the United 
States, Canada or Mexico. 

The term “closely related” has refer- 
ence to the relationship set forth on the 
exemption certificate, Form W-4 
(Rev.). 

The new exemption certificate, Form 
W-4 (Rev.), with which I assume you 
are familiar by now, is not too dissim- 
ilar to the present form and should not 
cause too much trouble. The main thing 
to get across to an employee is that he 
is entitled to one withholding exemp- 
tion for himself, one for his wife, if she 
is not claiming her own on a separate 
certificate, and one for each closely re- 
lated person whose income, if any, is 
expected to be less than $500 and to 
whom he contributes more than one- 
half of the support. If the employee 
correctly claims his exemptions and 
there are no changes within the year, he 
may claim the same exemptions when 
he files his final return, and the tax 
withheld will be very close to the final 
tax that he will owe. 

The rules regarding the effect of 
changes in status during the year are set 
forth in detail on page 3 of the WT 


Circular and I will not repeat them 
here except to point out that acquisi- 
tion of qualified dependents during a 
year, or loss of qualified dependents 
during a year, does not necessarily af- 


‘fect the right of the employee to claim 


the full $500 surtax exemption for each 
such dependent for the entire year on 
his final return. In other words, there 
is no more proration of dependency 
credit according to months of the year 
during which they were dependents 
and there is no more July 1 date as in 
the case of the old Form 1040-A. They 
are either dependents for final tax lia- 
bility for the full year or they are not 
dependents for any part of the year. 

This, of course, is only partly true for 
withholding; for example, it is true if 
a dependent dies during the year, since 
the employee is entitled to claim the 
withholding exemption for the entire 
year and the withholding remains un- 
changed. On the other hand, if a de- 
pendent is acquired during the year, the 
withholding exemption cannot be given 
retroactive effect for the period of the 
year prior to acquisition, although it 
can be given retroactive effect for pur- 
poses of final liability. 

So, we still have not obtained perfect 
coordination of the withholding ex- 
emption with that of the final liability, 
but the 1944 Act has materially reduced 
many of the areas of disparity that exist 
in the present system and helped mate- 
rially towards bringing the two taxes in 
line. 

While our attention is on the subject 
of exemptions, I might say a word at 
this point concerning a basic change in 
your task as withholding agents in re- 
spect to the exemption certificate. 

Exemption certificates, filed by em- 
ployees under the old Act, remained in 
effect until voluntarily amended by the 
employee. The same is true under the 
1944 Act. However, as an administra- 
tive matter it is necessary that employ- 
ers, prior to December 1 of each year, 
notify or circularize all their employees 
and inform them of the necessity of 
filing amended certificates by December 
1, in the case of each employee whose 
withholding exemptions in the next 
year will be different from the exemp- 
tions shown on his last certificate. 

I will give you an example as to why 
this is necessary. Let us take the case 
of an employee who loses a dependent 
by death in March 1945. Under the old 
law, the employee would have been re- 
quired to file an amended certificate 
within 10 days after such occurrence in 
order that the employer might adjust 
the withholding upwards for the rest 
of the year 1945 to give effect to his 
decrease in exemption. Under the 1944 
Act, the employee is entitled to an ex- 
emption for that dependent through- 
out the entire year 1945 and accord- 
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ingly no amended exemption certificate 
is required prior to December 1, 1945, 
because the decrease in exemption wil] 
not be effective until 1946. Due to the 
great lapse of time between the event 
and the time for filing an exemption 
certificate, the employee may neglect to 
file such certificate on his own initiative 
and consequently a reminder by the em- 
ployer would be helpful. 

In drafting the forms and regula 
tions, we had a choice here between 
having you circularize your employees 
on or before each December and the 
alternative of requiring the employee 
to make an amended certificate within 
ten days and marking it to take effect at 
the beginning of the next calendar 
year. We rejected the second alterna- 
tive on two counts: (1) it would have 
placed upon you the burden of main- 
taining a file of exemption certificates 
to be made effective at the beginning of 
the next year as distinct from those 
that would be effective during the year; 
and (2) the idea was a tough one to get 
across to the employee by appropriate 
instruction on the exemption certificate 
form. 


SECOND SURTAX BRACKET 


I turn now to the third item which | 
mentioned at the outset as one of the 
major changes made by the 1944 Act in 
trying to achieve coordination between 
the two taxes, namely, graduated with- 
holding through the second surtax 
bracket. Of the total estimated civilian 
labor force of around 54 million, there 
are only some 4 to 5 million subject to 
rates above the first surtax bracket. 
However, it is important to withhold at 
the second surtax rate in these instances 
both to extend as far as practicable the 
pay-as-you-go principle and to make 
these employees sufficiently current in 
their tax payments through withhold- 
ing so as to relieve them of the bother 
and the need to file declarations of esti- 
mated tax to make up the differences. 
Moreover, it permits the extension of 
the use of the withholding receipt as a 
= return to a larger number of peo- 
ple. 

Graduated withholding imposes no 
additional burden upon employers who 
use the table method as its effect is 
woven into the tax items in the table. 
This is also true of the tax table on 
Form 1040 and of the table to be used 
by the collector in determining the tax 
on Form W-2. It does, however, in 
some instances impose some additional 
burden on employers who use the pet- 
centage method as it requires an identi- 
fication of that portion of the wage 
subject to the second bracket rate. The 
WT Circular sets out the steps to be 
followed in making the computation. 
There are a number of ways in which 
these steps might be varied to better fit 
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your own particular office routine and 
at the same time produce the identical 
tax result. Care must be exercised in 
the use of the various methods which 
may be suggested to you to see that 
they actually produce the correct an- 
swers. A further discussion of this point 
is more appropriately tied in with the 
fourth item which I listed at the outset, 
which I shall now take up—namely, the 

Congress has narrowed the wage brack- 

ets and made other changes tending to- 

wards a closer alignment of the with- 
holding tax and the final tax. 

Each of you, no doubt, has had nu- 
merous “squawks” from employees in 
those instances where a pay raise ac- 
tually resulted in less “take home” pay 
because of the wide wage brackets; also 
in the case of the bottom bracket the 
tax might in fact exceed the wages 

aid. An examination of the new tables 
will show that these defects have been 
cured. The first one was cured by ma- 
terially narrowing the brackets, and the 
second, by the application of a per- 
centage figure rather than a stated 
amount in the lowest bracket. 

The 1944 Act, like the Current Tax 
Payment Act, permits the tax to be de- 
termined on the basis of the wage- 
bracket tables or the percentage 
method. The same rule also applies to 
the election of using the table for some 
employees and the percentage method 
for others. For those using the table 
method, it will be noted that the same 
general procedure applies, namely, first 
select the table that fits the payroll pe- 
riod; second, locate in the stub of the 
table the wage bracket within which the 
wage falls; third, locate the column 
headed by a number equal to the num- 
ber of withholding exemptions claimed 
by the employee; and fourth, read the 
tax to be withheld in this column on 
the line for the appropriate wage 
bracket. 

A number of people of inquiring 
mind have tried to prove the tax in a 
particular cell in one of the tax tables, 
and having failed to arrive at the tax 
figures shown have asked me just how 
the figures in the tables were calculated. 
There is no mystery about it, and for 
the benefit of those who are interested 
in that sort of thing, here it is: 

First, find the midpoint of the wage bracket. 

Second, step this amount up to an annual wage. 

Third, find 90% of this annual wage. 

Fourth, subtract the $500 normal tax exemp- 
tion and apply the 3% normal tax rate to 
the balance. 

Fifth, subtract the annual surtax exemption 
from 90% of the annual wage and apply the 
20% first-surtax-bracket rate to the first 
$2,000 and apply the 22% second-surtax- 
bracket rate to the remainder. 

Sixth, add the three tax results, divided by the 
number of pay periods and round to the 
nearest 10 cents. 


All of this is very logical and con- 
forms to the construction of the annual 


tax table on Form 1040, with one ex- 
ception. The 10 per cent. standard de- 
duction is limited to $500 on annual 
incomes of $5,000 and over. In the con- 
struction of the withholding tables, this 
limitation was ignored. So there will 
be some cells in the withholding tables 
where the tax base has been figured at 
90 per cent. of the midpoint even 
though if placed on an annual basis the 
wage would have exceeded $5,000, and 
the standard deduction would have 
been $500, or less than 10 per cent. of 
the wage. 

While we have our minds on the 
withholding tables, I might mention 
that we have also had a number of in- 
quiries concerning the use of tables 
which deviate from those prescribed by 
the Act. The rule has always been, and 
still is, that the amount of tax to be 
withheld can be prescribed only by 
Congress, and therefore, the Commis- 
sioner is without authority to approve 
any table or other method which pro- 
duces a tax to be withheld which differs 
in any way from that set forth in the 
Act. 

Last year, the Commissioner ap- 
proved the use of tables built on one- 
dollar intervals with the brackets begin- 
ning and ending on the half-dollar on 
the theory that the tax result would co- 
incide precisely with the tax if com- 
puted on the percentage method after 
rounding the wage to the nearest dol- 
lar. Tables similarly constructed under 
the 1944 Act are, of course, permitted 
on the same theory. The need for this 
type of table, however, is not so press- 
ing under the 1944 Act as the wage in- 
tervals are much smaller than under the 
Current Tax Payment Act. 

In view of what I have said about 
the per-capita exemption system, i.e., 
one exemption for husband and one for 
wife and the requirement that each 
spouse claim his or her own exemption 
if separate returns are filed rather than 
allowing exemptions to be divided by 
husband and wife at will as under the 
old law, some of you may be puzzled by 
the zero exemption column in the with- 
holding tables. It is true that if a hus- 
band and wife are working and each 
files a separate return at the end of the 
year, the husband must claim only his 
own exemption and the wife must 
claim hers. 

Formerly, you will recall, the hus- 
band could claim both exemptions on 
his return if he happened to be in a 
high surtax bracket and his wife 
claimed none, thereby reducing the ag- 
gregate tax on the couple. That, of 
course, is no longer possible under the 
1944 Act. So why the zero exemption 
in the table? It is designed in part for 
the case of a husband who has claimed 
the exemption of both himself and wife 
on the exemption certificate that he has 
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on file with his employer not knowing 
that his wife was going to be employed 
employed during the year. It develops, 
however, that she may take a job dur- 
ing the Christmas season for perhaps 
only a week or two. In this case, the 
wife may not want to force her hus- 
band to amend his certificate for such 
a short period, which she would do if 
she claimed her exemption. Therefore, 
she claims the zero exemption and the 
employer withholds accordingly. At 
the end of the year, she makes a joint 
return with her husband and accounts 
for her income, her exemption, and the 
tax withheld by her employer. 

It is also designed for use by a hus- 
band or wife whose spouse, though 
working intends to file a joint return 
and does not claim his or her own ex- 
emption. 

There has been a recent development 
in the use of the daily table, which 
while of limited use, is nevertheless in- 
teresting and I pass it on to you. One 
employer who regularly paid on a four- 
week or 28-day basis, wanted a table 
constructed for his use. Such a table 
was made and authorized for use. It is 
built from the daily or miscellaneous 
payroll period table merely by multi- 
plying out the wage interval limits and 
tax figures by 28. However, such a table 
cannot be built by multiplying the 
weekly table by four or doubling the 
biweekly tables. The principle em- 
ployed in this case may be used for one 
who regularly pays on a 10-day basis 
or some other period always containing 
the same number of days. This devel- 
opment was possible under the old Act 
but it is just one of those things that 
no one seemed to think of. 


“SPLICING” METHODS 


In these days of high wages, it has 
also been called to our attention that 
the tables do not go high enough and 
certain employers have inquired as to 
means of splicing them with higher 
wage brackets. 

This matter of splicing is a very deli- 
cate business, and if such is done, the 
amounts must be accurately computed. 
They can be spliced by either of two 
methods: one, by the table method, and 
the other, by the percentage method. In 
either case, the brackets must be limited 
to one-dollar intervals beginning and 
ending on the half-dollar, for it is only 
by the use of such intervals that a tax 
will result which conforms to the law. 
And you will remember that no one 
other than The Congress can provide 
any deviation from the tax prescribed 
by law. If you are interested in the 
arithmetic with respect to such splicing, 
I shall be glad to detail it to you during 
the question period. 

Now before taking up the fifth and 

(Please turn to page 486) 











Business men have always evaluated 
jobs. Every job that is performed today 
is evaluated—some correctly; some, un- 
fortunately, incorrectly. Although the 
number of employers who use a plan 
for evaluating jobs is quite small, the 
very large companies in American busi- 


ness have been forced by the extent and- 


complexity of their activities to do some 
planned evaluation of jobs. Government 
regulations have forced a great many other 
companies in the last year or so to in- 
stall some kind of formal plan of job 
evaluation. The great majority of busi- 
messes in America today, however, are 
paying their employees without a well 
prepared plan of job evaluation. 

Where definite plans have not been 
outlined in connection with the prob- 
lem of paying people, individuals have 
been paid based upon a series of deals. 
These deals have been based upon mat- 
ters of expediency, such as a better offer 
from another firm, an unduly high start- 
ing rate as an inducement to come with 
the company during boom periods, or an 
unduly low rate to take advantage of a 
low demand for employees during pe- 
riods of depression. 

Out of all this generally unplanned 
approach to the problem of paying peo- 
ple, we have inequities—not only among 
‘aeagel in a given group in a given plant, 
ut also among departments in a given 
division, among divisions in a given 
plant, among plants in a given town, 
between like industries in different states 
(especially north—south differential), 
and among nations, where our own 
nation happens to be on the top side 
of pay with respect to all others. 

In looking back on our relatively brief 
history as a nation, it is clear that we 
have come a long way in the matter of 
job evaluation in less than ninety years— 
from slavery to the development of defi- 
nite formulae for the payment of peo- 
ple. During the course of this same 
ninety year period, we have had a fling 
at both ends of the concept of paying 
people, namely: 


1. Communism, where everyone is paid a 
like income. 

2. Unbridled capitalism, where the survival 
of the fittest is the rule of the day. 


We have found that communism will 
not work; that it is necessary to pay a 
coal miner more than a file clerk, largely 
because of the difference in demand for 


Job Evaluation’s Role in Wage and 
Salary Stabilization 
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such people and the difference in require- 
ments of the jobs. 

Russia found this out in the early 
stages of her latest development when 
an attempt was made to pay everyone 
alike. They found that they could have 
plenty of office clerks under this system 
but very few people who wanted to go 
into the mines. So Russia hit upon an 
unusual solution to the problem—they 
paid the miners more money. Finally, 
Russia wound up with a wider spread in 
pay between the skilled and the un- 
skilled workers than we have in this 
country, which makes Russia more capi- 
talistic than the United States. 

We tried communism in a small town 
in Indiana. An altruistic Englishman 
founded a colony based upon communis- 
tic principles. The dissolution of the 
colony followed within a period of not 
too many months, because they found 
that people who worked hard disliked to 
see other people standing around who 
didn’t work hard and yet who consumed 
equally with them the fruits of their 
FA Their jobs and efforts were not 
evaluated. 

Unbridled capitalism has proved too 
unfair to many, and maldistribution of 
wealth resulted. So we must in order to 
be fair, arrive at some intermediate means 
of evaluation of each person’s contribu- 
tion. 

Over this period of ninety years’ his- 
tory we have experienced all forms of in- 
centive—from bribes to detailed measure- 
ment of micromotions. 

With all of the above in mind, it is 
not difficult to understand that we have 
some confusion with respect to the pay- 
ment of people. From the foregoing, it 
is obvious that certain basic requirements 
must be fulfilled in order to arrive at just 
and equitable payment of people. 


And yet, in addition to this rapid 
change in the concept of paying people, 
there are certain basic economic factors 
and trends which must be kept in mind 
if we are to anticipate needs with re- 
spect to the compensation of employees: 


1. During President Roosevelt's three admin- 
istrations our country has spent more money 
than three times the amount spent under his 
thirty predecessors. 

. 338,000 out of 80 million workers make 
$10,000 per year, or a percentage of .40 per 
cent. while 40,000 or .05 per cent. make 
$100,000 per year. This steep slope is re- 
duced markedly, however, by the present tax 
scale and may be further reduced by legis- 
lation aimed at setting maximum salaries. 

. As a matter of recent record, in the last fif- 
teen years the slope of the wage curve of 
dollars per hour versus skill has been flat- 
tened and raised, which means that very 
large increases in base pay for common labor 
have occurred while the more skilled work- 
ers have moved upward, but at a distinctly 
lower rate of increase. 

4. The indices prepared by the United States 
Department of Labor on Commodity Prices 
of Manufactured Goods and on Average 
Hourly Labor Rates show that prices of 
manufactured goods have declined about ten 
per cent. from 1921 to 1941. In the same 
period wages have increased from an aver- 
age of 621 cents per hour to an average of 
$1.05 per hour—an increase of sixty eight 
per cent. In the past two years both hourly 
wages and manufactured commodity prices 
have increased—prices at a lower rate than 
wages. Over the twenty years the trend has 
been hourly rates up and prices gradually 
down. 


N 
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We want that trend to continue. This 
remarkable trend has been achieved 
through greatly increasing the volume 
and value of production per man hour. 
Few business men believe that we have 
reached a ceiling in the amount and vol- 
ume which can be produced per man 
hour of work—in the shop, in the field, 
or in the office. 

Increased performance of labor has 





reading. 





LIVING STANDARDS REST ON WAGE PAYMENTS 


In the concluding paragraph of this paper, presented by Mr. Burns 
at the February | meeting of the Twin Cities Control of The Institute, 
the author emphasizes that in job evaluation, management is ‘’meas- 
uring a man’s standard of living.’’ That is a terse statement, pregnant 
with social and economic connotations that deserve deep thought. 
Mr. Burns, a partner of Booz, Allen & Hamilton, of Chicago, provides 
plenty of material for serious thought. 


It deserves a most careful 


—THE EDITOR 
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been only one of the many factors which 
has contributed to this large increase in 
output. Product design, improved raw 


materials, better and mewer types of - 


equipment, improved process standards, 
better planning, scheduling and material 
handling, improved working facilities— 
all have had significant effects on the 
end result. And here again we have not 
reached a ceiling in our effort to further 
these technological improvements. 

The first effort at the measurement of 
work was done by F. W. Taylor, pioneer 
of scientific management; and those who 
followed him made time study, as a 
means of measuring work, an integral 
part of a wage plan. Their early work 
provoked many protests on the part of 
employees, culminating in an Act of 
Congress during World War I that to 
this day bars the use of wage incentives 
in government arsenals. 

Following the war, wage incentives of 
all sorts were applied everywhere in 
American industry. As before, some 
good and some Hh ye jobs were done. 
There were good engineers and bad, 
sound managements and weak, honest in- 
centive schemes and some that were not 
fair. 

Management sought higher and higher 
roduction levels, pay rates were cut and 
chiseled both to reduce costs and to keep 
earnings from going sky high. Compli- 
cated wage incentive plans were intro- 
duced that in essence cut piece rates and 
unit costs, yet permitted a controlled in- 
crease in wage levels. 

Then came the depression and the col- 
lapse of industrial employment. In the 
past decade, new laws have defined and 
substantiated the rights of labor and 
made possible the widespread growth of 
the industrial or vertical union. 

Various wage plans are being intro- 
duced at the present time as a means of 
Beessing production for the war ef- 
ort. 


INDIVIDUAL ENTERPRISE 


We need individual enterprise. In or- 
der to foster individual enterprise we 
must protect the right of individual op- 
portunity, and we must provide for this 
through the payment of the individual— 
his reward based upon performance—and 
this must be done according to a definite 
plan. In this way, we take a middle po- 
sition between communism which would 
spell a flat, horizontal payment of wages 
with no regard for individual perform- 
ance, and unbridled capitalism which 
would trample the many at the privilege 
of the few, with disproportionately low 
pay to the lower levels. 

In this kind of an historical setting, 
then, we have the following nine factors 
to consider before applying our plans to 
pay people: 

1. We have gone from slavery to mathematical 


formulae for paying people in less than 
ninety years. 
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2. In less than ninety years we have chosen a 
middle road between unbridled capitalism 
and communism after some of both extreme 
tendencies. 

3. Production or output per man hour has in- 
creased manifold. 

4. Pay per hour has increased rapidly while 
prices have been going down gradually over 
the years. 

5. The lower skilled jobs have increased in rate 
of pay much more than have the higher 
skilled jobs. 

6. The federal government's spending has in- 
creased tremendously. 

7. Government control is increasing and requir- 
ing more planning of our moves. 

8. Inequities exist within departments, within 
plants, between industries, between states 
and between nations. 

9. The measurement of time through time 
studies has preceded the measurement of 
value through job evaluation. 


With this kind of a setting for us, what 
should our principles and objectives be? 


OBJECTIVES AND PRINCIPLES 
IN PAYING PEOPLE 


The basic principles in connection with 
the payment of people require more than 
just the evaluation of the job. Not only 
the job, but the individual should be 
evaluated. The following rules are im- 
portant guides. 


1. Fair compensation should be paid to each in- 
dividual for his individual enterprise based 
upon some definite plan of payment. 

2. The plan of payment for the job require- 
ments should have a common denominator 
so that jobs may be measured one against 
the other. 

3. After the jobs have been aligned equitably 
with respect to one another, some measure- 
ment of performance by the individual is 
usually needed. The object of the measure- 
ment of the individual is to pay him for his 
individual worth and to provide an incen- 
tive to improve his performance. 

4. The employee should be given some indi- 
cation of what the future holds for him. 
This can be done by indicating the various 
paths of promotion which are open to him 
when he qualifies and when the opportunity 
presents itself. 

5. The employees should be provided with 
some degree of social security. 

6. Comparisons of pay for comparable jobs 
with other plants in the community and 
with other companies in a given industry are 
needed. A man’s pride can be preserved 
and a company's reputation can be upheld 
if each employee knows what he is being 
paid in terms comparable with men who are 
doing like work in his community. 


WuatT Is JoB EVALUATION? 


Job evaluation is the measurement of 
the relative importance of jobs. 

Job evaluation literature first appeared 
in publications of the American Man- 
agement Association in 1925. As late 
as 1931 the Industrial Management So- 
ciety sent a questionnaire to fifteen large, 
prominent companies in selected fields 
such as steel, meat packing, and electrical 
manufacturers. Thirteen replies were re- 
ceived and only three of the thirteen had 
knowledge of the meaning of job evalua- 
tion. 

It is important to note that time study 


and measurement preceded job evalua- 
tion or job measurement. This single 
fact is one of the most important reasons 
for the previously mentioned black eye 
that time study received during the last 
few decades. We could measure how 
long an operation should require, but 
we did not have an accurate basis for the 
pay per piece. 

There are many industrial engineers 
who have spent their business lives in 
setting labor standards, and even among 
these seasoned engineers there is a good 
percentage who are unaware of the pres- 
ent day meaning of job evaluation. 

The war has brought wage and salary 
freezes, and with these freezes came re- 
quirements that the War Labor Board 
and the Salary Stabilization Unit of the 
Treasury Department be fully apprised 
of how you pay your employees. If you 
have a plan you are permitted to operate 
within its confines. If you have no plan, 
these agencies are suggesting that you de- 
velop one. 

The government has definite require- 
ments with respect to such plans. De- 
scription of jobs, the use of rating plans, 
and the charting of jobs are required by 
these government agencies. The staying 
within high-low limits of past perform- 
ance without special permission is also re- 
quired by the government. 

Out of a definite plan to pay people 
will come: 


. Better employee morale and relations. 

. Fair competition for employee service. 

. A common factual language. 

. Better costs on a sounder basis. 

. Payroll stability where people will move 
through a definite framework instead of 
having the framework move with the peo- 
ple. 


Wow Ne 


LIMITATIONS OF JOB EVALUATION 


With all of the good things to be had 
from job evaluation it must be recognized 
that all plans have definite limitations. 
Some of the important limitations are: 


1. All job evaluation plans are empirical and 
the accuracy is limited. It is of greater im- 
portance to have prior agreement between 
the employees or their representatives and 
the management that the plan is fair and 
well understood than it is that minute detail 
beyond the probable accuracy of the plan be 
attained. In this way the employee's repre- 
sentatives or union leaders assume an equal 
responsibility with management for having 
worked out the plan. The employee's think- 
ing is used and the mystery about pay van- 
ishes, thereby washing away many fancied 
injustices. 

Paternalism is banished and the old 
thumbs in the vest opinion of the foremen 
is no longer the determinant of wage dif- 
ferentials. 

2. Once a pay plan is established a joint re- 
sponsibility with your employees is assumed 
and you must keep your end of the bargain. 
Once established, you must administer the 
plan adequately and fairly and you must 
maintain the plan. The death of too many 
pay plans has been brought about by the 
false reasoning that less management is 
needed where pay is measured and/or incen- 
tive exists. A second reason for failure is 
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poor maintenance. The vast majority of 
companies who do have a job evaluation 
plan have no plan to maintain it through 
regular recurring audits. 


Your return is not in savings on man- 
agement, maintenance or administration 
of the plan. Your principal gain is that 
you have established and are maintaining 
fair pay to each employee. Out of this 
will grow better relations, greater incen- 
tive, less time lost in quibbling. Your by- 
product of lower cost will undoubtedly 
follow—but by all means consider it a 
by-product and not the principal aim. 

So far we have been covering the pay- 
ment of people—or the administration of 
wages and salaries. But job evaluation is 
only one step in the process. The next 
two sections will develop the place of 
job evaluation in the over-all picture of 
wage and salary administration. 


CLASSIFICATION OF EMPLOYEES 


In paying people in the usual manufac- 
turing enterprise, plans should be broken 
down into principal employee classifica- 
tions. Although each kind of enterprise 
and each case has its own problems, the 
following breakdown will illustrate the 
point. The hourly factory workers are 
separated from the salary workers who 
may, in turn, be divided into two classes. 
Thus, we might have: 


1. The Wage Plan. 

2. The Lower Salary Plan (up to $3,000 to 
$5,000). 

3. The Upper Salary Plan (over $3,000 to 
$5,000). 


The grouping of employees in the sal- 
ary plans is sometimes better made by 
position than by salary. Another method 
is to include in the lower salary plan only 
non-exempt employees as outlined by the 
requirements of the wage and hour law. 

The reason for the separation of the 
wage plan from the others is that several 
important factors of job measurement in 
the shop do not apply to the lower salary 
group. 

For example, factors which are impor- 
tant in the factory such as skill, working 
conditions and physical effort, are decid- 
edly less important in the measurement of 
clerical or executive positions. On the 
other hand, dress and appearance, con- 
tacts; penmanship and creative action are 
items of importance to the lower salary 
group which have little or no importance 
among the wage workers. 

The reason for separating the two sal- 
ary groups is that exact measurement be- 
comes difficult as you move up the ex- 
ecutive and administrative scale. It is 
relatively more simple, for example, to 
measure differences between $1,200 and 
$3,600, a ratio of three to one, than it is 
to measure the difference between $3,600 
and $72,000, a ratio of twenty to one. Es- 
pecially is this true when the great ma- 
jority of the employees is in the lower 





salary group, thus providing a basis for 
closer checking. 

In addition to the simple arithmetic of 
the situation, the characteristics of the 
individual become increasingly important 
as the president’s position is approached. 

On the other hand, some means of 
measurement is required, and it has been 
found that appraisal by a committee of 
his superiors is frequently the practical 
anion of setting top executive position 
levels. The steps taken in the evaluation 
of the top position, however, do not vary 
from those required in the evaluation of 
the other jobs. 


ADMINISTRATION 


In administering the pay of any one 
of the above classes of employees, there 
are certain common basic steps which 
should be taken in most cases: 

1. The job should be rated. (This is the job 
evaluation part of the program of com- 
pensation.) 

2. The person should be rated. This may be 
done in the form of a merit rating or an 
incentive plan. 

3. The pay of key jobs should be compared 
with other plants in the community and in 
the industry. 

4. Promotion paths should be indicated through 
a plan of job progression. 

5. Insurance plans for retirement, unemploy- 
ment, sickness and health and hospitalization 
should be provided to conform with the 
policy of the company in each instance. 

6. Wage and salary surveys should be con- 
ducted within the community and within 
the industry for purposes of comparison. 


Naturally, the stress on each step will 
vary. In the wage plan the job may run 
85 per cent. of the pay and the personal 
rating 15 per cent. (without considera- 
tion of item 5 above which does not ex- 
ceed a few per cent.). 

In the higher salary plan the position 
may constitute 60 per cent. and the per- 
sonal rating as much as 40 per cent. 

In the wage plan a production incen- 
tive plan may be substituted for the per- 
sonal rating while in the salary plans, 
cost reduction incentive plans, sales in- 
centive plans or profit incentive plans 
may be substituted for a part of the per- 
sonal rating. 

In the higher salary plan mathematical 
rating technique may give way to ap- 
praisal, but a plan should be adopted and 
followed. 

In the selection of the kind of a plan 
of job evaluation, there are four general 
classes to be considered before getting 
to the particular plans adopted by com- 
panies in the different categories: These 
are: 

1. Ranking—comparing job 

“Card Sorting System.” 

2. Classification—comparing jobs against a 
scale. 

3. Factor comparison—comparing job ele- 
ment against job element. 

4. Point rating—comparing 
against a scale. 


against job. 


job elements 


Socony-Vacuum at one time used the 
ranking system, Aetna Life Insurance 
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used classification, Atlantic Refining uses 


factor comparison. The point rating is 
by far the most widely used kind of plan, 
General Foods, Carnegie Illinois Steel, 
Western Electric, Westinghouse, Gen. 
eral Electric, and others are using a point 
system. 

In the point system the following 
broad steps are usually taken: 


1. Jobs are described, attention being paid to 
points of differentiation rather than detail, 

2. Jobs are rated according to a plan which al- 
locates different ose to the different 
features involved. It is usual to have further 
refinement of the major factors, and back- 
ground tables are used to refine the ap. 
plication still further. 

3. Studies are made of the salary scales for like 
jobs in the community and in the industry, 

4. The point scale is translated into a money 
scale to evaluate the worth of the job con- 
tent. 


WAGE PLAN 
(1,000 Points Total) 


I. EpucaTIon (200) 


1. Schooling 75 
2. Experience and Training Re 
quired 125 
II. Skit (300) 
1. Manual Skill Required 125 
2. Mental Skill Required 175 
III. RESPONSIBILITY (160) 
1. Safety of Others 30 
2. Spoilage Material 85 
3. Damage to Equipment 45 
IV. Accuracy (50) 50 
V. PuysicAL EFForT (70) 70 
VI. MENTAL EFForT (100) 100 
VII. WorkiNnG ConpiTIons (120) 
1. Hazards to Self 60 
2. Surroundings 45 
3. Connected Expense 15 
Total 1,000 
SALARY PLAN 


(1,350 Points Total) 


I. RESPONSIBILITY (350) 
1. For Supervision 


(1) Operating Supervision 80 
(2) Type of Supervision Re- 
quired 120 
2. For Monetary Control 60 
3. For Confidential Control 40 
4. For Accuracy 50 
II. KNOWLEDGE, SKILL AND ExPERI- 
ENCE (150) 
1. Specialized Knowledge 80 
2. Company Experience 70 
III. Compiexity (200) 200 


IV. RESPONSIBILITY (350) 
1. Supervision 


(1) Operating 80 

(2) Required 120 

2. Monetary Control 60 

3. Confidential Control 40 

4. Accuracy 50 

V. ANALYTICAL REQUIREMENTS (125) 125 

VI. Contacts (50) 50 
VII. CREATIVE ACTION (125) 125 
Total 1,350 
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A typical wage plan and a typical sal- 
ary plan showing the division of points 
are shown in the accompanying table. 


SELECTION OF THE PLAN 


The selection of the compensation plan 
depends on a number of factors of which 
the most important are: 


. Type and scope of business. 

. The kind and size of organization. 

. The competitive markets locally and indus- 

try-wise. 

The mutual acceptance by management and 

labor of the plans used in the vicinity. 

. The nature of local management and union 
leadership. 


Management policy. 


wwe m 
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After a particular plan is selected it 
should be fitted to the particular require- 
ments and needs of the company. Sufhi- 
cient breadth must exist to compensate 
for the different stress laid upon each 
factor. The manual skills must be com- 
pensated fairly in comparison with the 
mental requirement in the business under 
consideration. 

In some factories working conditions 
need not be rated, in others responsibility 
for the safety of others is insignificant, 
and in some the probable damage to 
equipment is slight. 

There are literally hundreds of point 
plans, as well as many of each of the 
other three types in use at the present 
time. Many employers believe they have 
a plan comparable to some relatively well- 
known plan only to discover upon thor- 
ough investigation that it hasn’t the 
slightest resemblance. The original plan 
has been modified out of existence. 


INSTALLATION OF THE PLAN 


All policy matters should be antici- 
on and recorded before the program 

gins. Committees should be appointed 
as outlined later. 

The job descriptions should ordinarily 
be written or stated by the employee and 
should be checked with the foreman by 
the job evaluation engineer. The Rating 
Committee, composed of shop foremen 
and guided by the engineer, should have 
final approval of the description. 


1. Job Description 

The Controller’s Institute has pub- 
lished a book on the duties of a con- 
troller, and those duties in different com- 
panies vary widely. One point to be 
gained here is that like titles do not 
tepresent like duties or responsibilities, 
and therefore do not call for the same 
fate of pay. 

Spreading across functions is not 
strictly confined to controllers. It goes 
from the bench worker to the president, 
and so a clear description of the job is 
the basis upon which to begin the job 
rating. 
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The Rating Committee should then 
rate the individual factors in a list of key 
jobs individually. This practice should 
continue until substantial agreement is 
had on at least a dozen or two dozen key 
jobs. With these as benchmarks, the re- 
mainder of the jobs can be rated by the 
Committee in like fashion. 

After all jobs are covered, the employ- 
ees’ representatives should be required to 
form a committee and, with the job eval- 
uation specialist as their technical adviser, 
go over the rating and have full discus- 
sion on any disagreements. 

After all is agreed, management can 
then bargain money against points with 
the union until agreement is reached 
upon the scale. 

In the meantime, the specialist will 
have conducted a survey of the market to 
determine wage ranges in the community 
and in the industry for guidence to man- 
agement in setting equitable and compet- 
itive ranges. 

With the job rating as a basis, the rat- 
ing of the person, the installation of 
time incentives, and the planning of job 
progression may follow. However, to 
do these things requires administration. 

The administrative requirements for 
the plan are covered in the next topic. 

The establishment of the administra- 
tion of the plan should, of course, pre- 
cede its installation. However, it is cov- 
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ered last in this discussion for sake of 
clarity and emphasis. 

A great deal of modification of the fol- 
lowing commentary is needed for indi- 
vidual applications, but the general out- 
line of the problem applies. 

Pay administration is a personnel mat- 
ter and in the usual case the administra- 
tion of wages and salaries should be 
delegated to your personnel manager. It 
should be his job to provide the tech- 
nical services to the various rating com- 
mittees on wages and salaries. 

He may do this by employing suitable 
technical assistants or through outside en- 
gineering help. 

The rating committee or committees 
on wages should be comprised of three 
to six foremen or superintendents as- 
sisted by the job evaluation engineer. 

The rating committee or committees 
for the lower salary group should be com- 
prised of suitable supervisors from each 
of the principal functions involved as- 
sisted by the job evaluation engineer. 

The rating committee for the higher 
salary group should be comprised of the 
president and his staff assisted by the 
chief job evaluation engineer or by the 
personnel manager. 

In all cases top management must be 
prepared to give the problem plenty of 
time and consideration and to remember 
that it is measuring a man’s standard of 
living. 


; Manuals Aid Office Procedure 


“Recording Simplified Procedures’ was the 
subject of a discussion presented by Mr. K. B. 
Willett at the Twenty-fifth Annual Conference 
of the National Office Management Associa- 
tion recently. In the course of his remarks, as 
briefed by ‘The Management Review,” Mr. 
Willett said that “like the famous 57 of the 
Heinz Company, approximately 57 general 
manuals have been prepared by the home office 
for the guidance of our field offices. About 25 
cover home office jobs; another 25 pertain to 
local situations in our field offices. In addi- 
tion, we have what is known as the ‘master 
index.’ 

“This master index is an important feature 
in our system. Suppose, for example, a question 
arises concerning the rates of dividends on dif- 
ferent types of casualty insurance coverages 
which we have paid to our policyholders each 
year since organization. A new employee needs 
only to refer to the master index to determine 
the name of the manual in which the subject of 
dividends is covered, then to the index of the 
individual manual. 

“The majority of our manuals are either 
written or edited by what is known as our 
Standard Practice Division, which is under the 
supervision of a standard practice manager re- 
porting to the vice-president in charge of office 
management. 

‘Manuals which are prepared by the Stand- 
ard Practice Division cover the work of our 
various service units, such as filing, steno- 
graphic, calculating, duplicating and_policy- 
writing. Those written outside of the Standard 
Practice Division and edited there deal with 
underwriting, instructions to salesmen, adjust- 
ment of claims, and others. Then, since we 
know that no one sitting in our home office in 
Stevens Point, Wisc., could satisfactorily de- 


scribe all local conditions, we have local man- 
uals which are prepared in the field offices. 

“Control of the distribution of manuals rests 
in the home office, where master records show- 
ing the quantity of each manual turned over to 
each field office are kept. Individual employee 
records are maintained in the field offices to 
facilitate the distribution of revisions and to 
insure that when an employee is transferred or 
leaves Our companies, we will know the man- 
uals charged to him. 

“Then, since we have found by experience 
that you cannot simply hand out correction 
pages and expect each employee to keep his 
own manuals up to date, we make one person 
responsible for insertion of revision. Other 
employees are given a notice citing the pages 
that have been corrected, and asking them to 
destroy the old ones. 

“It should be kept in mind, however, that 
there are relatively few complete manual sets 
in use. While we have one complete set in 
each of our large offices, the individual has only 
those which directly affect his job. 

“In order to accumulate material for the re- 
vision of our recorded practices, our Standard 
Practice Division has a folder on each manual 
containing material to be included at the next 
revision. Most of this will be in bulletin form, 
but in every instance it will cover items on 
which decisions have been made. At revision 
date it isn’t necessary to go into a huddle and 
get decisions. Revisions of manuals will be de- 
layed if they have to wait for investigation, 
presentation of facts, and dectsions. 

“It is our intention to have procedures writ- 
ten up so as to indicate: 

“What is to be done. 

“Who is responsible for the performance of 
an individual operation. 

“When the operations are to be performed.” 











Our system was designed to provide a 
daily labor distribution and weekly pay- 
roll figures for our projected standard cost 
system and paying bonuses under the 
Modified Emerson Plan for production in 
excess of standard. The basis of the sys- 
tem is four “‘Keysort’’ cards, namely, a 
production and time card (plain) used 
for reporting production, direct and indi- 
rect labor; an overtime card (replica of 
time card except blue edges); an em- 
ployee’s weekly payroll summary card 
(red edges) ; and a monthly payroll dis- 
tribution card (green edges) used to sum- 
marize labor cost by departments, ac- 
counts, patterns, maintenance orders, or 
by machinery. 

For the purpose of this article on pay- 
roll and labor distribution all reference 
to procedure for assimilation of data for 
production, efficiency variance, and rate 
variance will be omitted. 

A “Keysort” card differs from a con- 
ventional job card in that it is punched 
with a row of holes on each edge of card. 
The cards which have been “‘slotted’”’ or 
grooved in any of these holes will then 
drop out of a group when the cards are 
supported only by the needle or tumbler. 
Each hole is identified by a number, let- 
ter, or printed description adjacent to the 
hole itself. A group of holes used for the 
coding of a classification is known as a 
field. An account number, such as 3129, 
would be coded by four fields of four 
holes numbered 7-4-2-1; and these fields 
would be used for units, tens, hundreds, 
and thousands. 

The term “direct sorting” is used when 
a hole in a card is assigned a single mean- 
ing only, i.e., when a direct sort hole is 
needled, oaly one classification is selected. 

“Sequence sorting,” numerical or al- 
phabetical, is accomplished by needling 
the lowest value hole, placing the cards 
which drop in back of those on the 
needle, and then needling in turn each 
hole of next higher value until the sort- 
ing is completed. Hand or electric Key- 
punch equipment is designed to handle 
the slotting by groups of four holes (will 
slot entire edge on one card in one opera- 
tion). So rapid is the Keysorting process, 
during which large numbers of cards fall 
together, that the average operator, after 
only a few days’ experience, can sort cards 
at the minimum rate of 60,000 sorts an 
hour. 

For the 425 hourly paid employees in 
the foundry it is ascertained that they will 
average each week about fifteen regular 





Time-Saving Payroll and Labor 
Distribution System 


By John C. Grace 


time cards or a total of 6375 cards 
(plain), 375 overtime cards (blue), 425 
weekly payroll summary cards (red), 75 
monthly direct and indirect labor sum- 
mary cards (green), 25 monthly pattern 
labor summary cards (green), and 20 
monthly maintenance labor summary 
cards (green). These cards are pre- 
addressographed with employee’s name 
and clock number and also pre-grooved 
for clock number by the Payroll Cost De- 
partment. 

The timekeeping duties are handled 
by two men and a girl on the day shift, 
one man and a girl on the night shift 
and one man on the limited swing shift. 
Their duties ate briefly as follows: (a) 
observe employees ringing “In” or “Out” 
at departmental attendance time clock; 
(b) ring in and out employees ‘Start’ 
and “Finish” time on the job recorder; 
(c) compute elapsed time on the time 
card and the attendance card to the near- 
est tenth of an hour and post to proper 
card; (d) sort previous day’s employees’ 
time cards and compare total elapsed time 


with total daily elapsed time on attend-. 


ance card; (e) make floor check to de- 
termine that employee is actually working 
in cost center and on job assigned; and 
(f) sort time cards and attendance cards 
by clock number and forward them to 
Payroll Cost Department. 

When the employee completes an as- 
signment the employee must inform the 
timekeeper who takes the old card and 
rings in his “Finish” time on the job re- 
corder; then he records his ‘“‘Start’’ time 
on a new time card and records the neces- 
sary data, i.e., date, account number, pat- 
tern number, and machinery (for main- 
tenance orders only). If an employee 
works overtime his regular time card is 
not rung out for “Finish” until comple- 
tion of task; but a blue edged overtime 
is rung in (‘‘Start’’) at the end of the 
regular shift. The same “Finish” time is 
rung in on the overtime card as appears 


on the last regular time card (plain), 
and this card must show the overtime 
elapsed time to the nearest tenth of an 
hour. This overtime card will be approved 
by the foreman and extended by the Pay- 
roll Cost Department to show only half- 
time premium. 


INTERNAL CONTROL IN PAYROLL Cost 
DEPARTMENT 


All cards, regular and overtime, are in- 
tersorted with the employee’s weekly pay- 
roll summary card (red) in departmental 
and clock number order. By reference to 
a departmental payroll rate sheet, each 
time card is “rated’”—post rate in name 
space on weekly summary card. The cards 
are then keypunched for department, 
clock number, hourly rate, overtime, and 
shift number. All cards, still in depart- 
mental order, are “rate sorted,” if vol- 
ume warrants it, and are extended by 
reference to the Mielicke Payroll Calcu- 
lator Chart. All cards of similar and 
different rates and hours are posted with 
the predetermined regular or overtime 
(half-time) amount from the chart. A 
total of each employee’s daily time cards 
is obtained and the total daily regular 
and overtime hours and earnings are 
posted to the proper day on his weekly 
payroll summary card (red). 

At the end of the week, the total hours 
of the employee’s payroll summary card 
is visibly compared with the total hours 
on the attendance clock card, which has 
already been computed for elapsed time 
and compared daily with time cards by 
the timekeepers. An adding machine tape 
is run of all weekly payroll summary 
cards within a department, and the total 
is posted to a departmental monthly pay- 
roll distribution card (green) for each 
day’s cards. 

All cards are next passed to the Comp- 
tometer operator in departmental and 
clock number order. Each employee's time 





Alloys Corporation, of Chicago. 





| CUTTING PAYROLL CLERICAL TIME 


This detailed exposition by Mr. Grace, of his company’s payroll 
and labor distribution system, will prove of value and interest because 
it is based on operating experience that has witnessed a 30 per cent. 
cut in payroll clerical time. Mr. Grace is controller of Michigan Light 





—THE EDITOR 











ain), 
time 
of an 
roved 
-Pay- 
half. 


Cost 


€ in- 
pay- 
ental 
ce to 
each 
ame 
cards 
nent, 
and 
part- 
vol- 
| by 
alcu- 
and 
with 
time 


ards 
ular 
are 


ekly 


ours 
card 
ours 

has 
‘ime 
| by 
tape 
nary 
otal 
pay- 
ach 


mp- 
and 
ime 








cards for the day are totaled for hours 
and by a single extension the employee's 
day’s regular and overtime earnings, as 

sted on the weekly payroll summary 
catd (red), are checked. A total is then 
run of the amount of all time cards in 
the department and compared with a to- 
tal of the day's postings on all weekly pay- 
roll summary cards and with the daily de- 
partmental total on the monthly payroll 
distribution card (green). Departmental 
balancing of the payroll summary cards 
permits the payroll record writing job 
to begin as soon as one department's cards 
are balanced. 

A daily report of the previous day's 
departmental controllable overtime is pre- 
pared showing department, total over- 
time hours, controllable overtime hours, 
total employees working, and total em- 
ployees working Saturday. A weekly labor 
report is released to the management each 
Wednesday of the previous week’s labor 
for each cost center or sub-department 
showing account number, number of em- 
ployees (once a month shows number of 
employees by rates), total hours, amount, 
and average hourly earnings. The above 
reports are prepared from the weekly pay- 
roll summary cards and include super- 
vision and office employees. 

Before the employee’s weekly payroll 
summary card is completely filled in for 
posting on the Pathfinder Multi-Record 
Accounting Board to complete the check 
and employee's earnings stub, payroll 
register, and earnings and tax record by 
one manual operation, the constant and 
variable deductions must be computed. 


COMPUTATION OF DEDUCTIONS AND 
ENTRY ON PAYROLL SUMMARY CARD 


The chief source of these deductions is 
found on the revised earnings. and tax 
record which has major and subcolumnar 
headings showing total and overtime 
hours; regular, O.T. premium, and pro- 
duction bonus; total earnings; deduction 
for merchandise, insurance, advance, 
B.A.R.E. or hospitalization, miscellane- 
ous, old age benefit, income tax, and U. S. 
bonds; net amount paid; check number, 
bond balance and purchase; week period ; 
and sundry data on a wide vertical mar- 
gin showing marital status, number of 
dependents, tax code, spouse, insurance, 
B.A.RE., bonds deduction, bond cost, 
“issued in name of” data for bonds, co- 
owner/beneficiary’s name, date employed, 
date terminated, reason, date of birth, 
tate and date effective (3 lines), em- 
ployee’s address, occupation, $3,000 /over 
and date, and at bottom of record (visi- 
ble in Visirecord tray) department num- 
ber, issue bond (use signals), and $3,000/ 
over. The above marginal data appears 
only on one side of the four quarters 
earnings and tax record. 

Each of the above deductions is then 
taken or computed (O.A.B. and with- 
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holding tax) from the proper employ- 
ee’s earnings and tax record (kept on 
an extra peg strip in same order as stored 
on Visirecord tray and used later on 
pegboard) and posted in the proper de- 
duction space on the weekly payroll sum- 
mary card (red) for each employee. The 
Bates Tax Meter which is based on 
weekly wages and salaries to the nearest 
dollar, is used to compute the federal 
withholding tax. After the department's 
payroll summary cards are posted for all 
deductions, the “net amount paid’ is 
posted on the card by putting in the 
gross earnings in the adding machine, or 
comptometer and subtracting each deduc- 
tion, thereby arriving at the ‘‘net amount 
paid.” 

A departmental tape of the net amount 
paid is run from each employee's weekly 
payroll summary card (red). Each tape 
1s properly marked and dated and saved 
for future comparison with the protecto- 
gtaphed total of the checks and total of 
payroll register or earnings record. The 
data on the proven payroll Summary 
Cards are now scrutinized and test checked 
by the payroll supervisor; and then they 
are ready for use on the Multi-Record 
Accounting Board. 


WRITING OF PAYROLL CHECKS ON 
PEGBOARD 


The payroll pegboard permits manual 
writing of the pre-addressographed pay- 
roll check, pre-addressographed duplicate 
payroll register sheets, and the employee's 
earnings and tax record in one operation. 
All related documents are superimposed 
on the pegboard and shingled in such a 
manner that checks and earning and tax 
records appear for each name (clock 
number, order, within each department) 
on the pre-addressographed payroll regis- 
ter sheet. The forms are designed with 
standard spacing, so that anything written 
on the top form is automatically repro- 
duced through carbons on the related 
forms in the proper space. 

After each employee’s payroll summary 
card (red) is posted on the stub of the 
payroll check on the shingled pegboard, 
the respective check and earnings record 
is detached and the next card is posted. 
The earning and tax record is put on an 
extra demountable peg strip and kept in 
this proper numerical order in a Visirec- 
ord tray in order to be pre-assembled for 
the next week. After the bond deduction 
is posted on the check stub and carbon- 
ized to the employee’s earning and tax 
record, the previous bond balance on the 
earning’s record is increased to show cur- 
rent balance. 

If balance equals or exceeds the cost 
value of bond, a deduction of purchase 
ptice is made to show new balance; and a 
signal is placed on right bottom margin 
of record in order to expedite listing of 
employee’s bond order. Of course, the 
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above use of bond balance eliminates the 
necessity for further posting to bond 
pledge card. Monthly a tape of the bond 
balances should be reconciled with the 
employee's bond liability account. 

After each payroll register sheet is com- 
pleted, it is self-balanced. The grand total 
of all register sheets within a department 
is proved against the predetermined de- 
partmental total tapes as mentioned above 
for gross earnings and net amount paid. 
Hence, the advantages of the use of this 
payroll summary card and the pegboard 
are accuracy, economy, speed, and flexi- 
bility. It is known that one girl starting 
with the gross earnings and making all 
computations for deductions can prepare 
the checks on a pegboard for 425 em- 
ployees in an eight-hour day. Previous 
week’s checks are completed by the fol- 
lowing Wednesday night. 

The pre-addressographed payroll checks 
will then be run through the check pro- 
tector. A tape of the protectographed 
amounts will be run by a payroll clerk 
and compared with the above mentioned 
predetermined departmental total tapes. 
An exact comparison of the grand totals 
of the departmental tapes with the payroll 
register summary by the Works Account- 
ant will be his assurance of the accuracy 
of the payroll checks and records. Hence, 
he is free to sign the checks and approve 
the payroll sheets any time prior to the 
distribution of checks by foremen on Fri- 
day. Periodically, the checks should be 
distributed by the timekeepers or some 
cost clerks other than the payroll clerks 
or Works Accountant. 

Since the direct and indirect labor for 
“labor cost’ distribution for expense and 
pattern cost is based upon the exact num- 
ber of days in the month without relation 
to the number of weeks, which would 
overlap a month, the above mentioned 
monthly “Payroll” Distribution Cards 
(green) are dropped “‘out’’ by needling 
the inactive department number 18. The 
summary cards are kept by the Payroll 
Unit and used by the Cost Distribution 
Unit for reference purposes, i.e., to ex- 
pedite the reconcilement of the daily labor 
distribution with the daily payroll post- 
ings. The above “Payroll” Distribution 
Summary Cards, of course, show both di- 
rect and indirect labor. 


DAILY AND MONTHLY DISTRIBUTION 


After the time cards are used by the 
Payroll Unit, they are available for the 
Labor Distribution Unit; and here they 
are quickly keypunched for account num- 
ber, pattern code number, and machinery 
number (used for maintenance analysis 
only). The time cards are sorted by ac- 
count number and intersorted with about 
75 monthly labor distribution summary 
cards (green) for various direct and in- 
direct labor accounts (includes depart- 
mental summary cards), about 25 monthly 
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labor distribution summary cards (green) 
for various customer’s patterns, and about 
20 monthly labor distribution summary 
cards for analysis of maintenance cost. 
The daily posting of the tape, which is 
prepared from the time cards for each 
account number, to the proper monthly 
labor distribution card is then done in 
routine manner. Distribution totals must 
balance with the above mentioned de- 
partmental payroll summary cards re- 
tained by the Payroll Unit. The same pro- 
cedure of reconciling labor distribution 
figures as formerly is used, except now 
it is done faster and the peak load at the 
end of the month is eliminated, i.e., now 
balancing only last day’s cards plus some 
additional detail such as, totaling month’s 
summary cards. 

Similarly, the daily direct labor is sum- 
marized on monthly labor distribution 
summary cards (green) for customer 
coded pattern numbers. This method also 
enables certain indirect labor to be spe- 
cifically allocated to the proper pattern 
number, instead of distributing all in- 
direct labor on the basis of direct labor 
or some other factor, such as per pound 
poured. Likewise, the daily maintenance 
labor is distributed departmentally and 
summarized on monthly distribution labor 
summary cards. The data is also available 
for summaries by machinery number 
whenever total maintenance cost is needed 
to decide on retirement of machinery and 
purchase of new equipment. 

At present, the above proven monthly 
labor summaries are used as the basis for 
journal entries to the proper accounts in 
the Plant Ledger (kept at Grand Rapids, 
Michigan) and exhibits in the monthly 
financial reports. However, it is foreseen 
that these summaries could be used as the 
basis for monthly productive labor and 
nonproductive labor reports showing 
amounts for current month, account num- 
ber, departmental name, year to date 
amount; and all completed reports for 
the month would be filed in unit analysis 
binders and become the monthly expense 
ledger—would eliminate present subsid- 
iaty plant labor expense ledger. 

Hence, with the installation of this pay- 
toll and labor distribution system, it is 
believed the clerical time of our weekly 
payroll and monthly closing is cut 30 
per cent. The monthly clesing for labor 
is accomplished on the third of the fol- 
lowing month. The system for our 425 
hourly employees requires in the office 
only one supervisor, two payroll clerks, 
one comptometer operator, one pegboard 
and addressograph operator, and one labor 
distribution clerk (a young high school 
gtaduate with only one year of prior of- 
fice experience who grasped our process 
so quickly that after a few weeks’ experi- 
ence he did the entire previous day’s sort- 
ing and labor distribution as outlined 
above in three and a half hours). 

It may be of interest to mention that 
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the office attitude of the clerks and works 
accountant is now (after two and a half 
months’ experience) generally enthusias- 
tic over this payroll and labor distribution 
system as designed and installed by the 
writer; but in the beginning the usual 
“resistance to change” and confusion 
from installation of a new system was 
met. They now admit the new system is 
quicker, more accurate, and uses short- 
cuts, and a system of “checks and bal- 
ances” where ever possible. 

From a Management aspect, we appre- 
ciate the following advantages: (a) eco- 
nomic—the cards cost less than our for- 
mer time cards and uses a minimum of 
equipment (one Keypunch machine, one 
grooving machine, and a few hand 
punches and tumblers) and clerical ex- 
pense; (b) focuses greater attention on 
account and job classification of labor; 
(c) facilitates internal control in pay- 
roll preparation, thereby assuring an ac- 
curate payroll to employees and for man- 
agerial daily, weekly, and monthly labor 
reports; (d) facilitates preparation of 
above labor reports “currently” when 
needed and with additional data for man- 
agerial decisions on plant labor policies. 
In short, ‘‘Keysort’”’ cards represent a big 
contribution to modern accounting meth- 
ods, because the cards are adaptable to 
production and material control, sales 
analysis, and the like, as well as payroll 
and cost distribution. 


Effect of Mortgage Advertising 
on the Mortgage Market 


The rapid growth of mortgage advertising, 
a development of the past ten years, may be 
very beneficial to the mortgage market—and 
also very dangerous if it is not handled prop- 
erly. This is the conclusion of Paul M. Greg- 
ory, Associate Professor of Economics, Col- 
lege of William and Mary, writing in the 
Autumn, 1944, number of the Harvard Busi- 
ness Review. 

“Until a decade ago mortgage advertising 
was relatively simple,” says Professor Greg- 
ory. ‘Following the conservative banking tra- 
dition, it simply informed prospective bor- 
rowers that credit was available. In recent 
years, however, many lending institutions have 
abandoned the old, dignified announcements 
of their willingness to entertain loan applica- 
tions and have turned to brightly written sell- 
ing messages designed to create new mortgage 
loan prospects. Moreover, government agencies 
not only encourage such advertising, but 
themselves engage in it.” 

The author points out that any evaluation 
of mortgage advertising depends on “the type 
of advertising appeal and the uses made of it 
in various phases of the real estate and busi- 
ness cycles. To the extent that mortgage ad- 
vertising is truly informative and designed 
to stimulate the general demand for loans in 
a market capable of expansion, it may increase 
the competition of lenders for loans among 
better-informed borrowers who are aware of 
alternative rates and terms in rival lending 
institutions.” 

“But to the extent that mortgage advertising 
is an attempt by one lender to take business 
from rival lenders by emphasizing ‘nonprice’ 
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features such as reputation, age, and size of 
the lending institutions, or to encourage bor- 
rowing by emotional appeals such as that to 
the pride of home ownership, it reduces the 
competitiveness of the market by creating and 
maintaining borrower preferences and by im- 
peding rational choice. 

“Any over-all appraisal of mortgage adver- 
tising must consider jointly the activities of 
government agencies and of private lending 
institutions. Viewed in this light, mortgage 
advertising is essentially a device to stimulate 
demand for home ownership and for credit, 
rather than a true educational campaign. The 
benefits of home ownership are emphasized, 
but the disadvantages for families of moderate 
income are generally minimized or omitted 
altogether. There is no counter-advertising ex- 
plaining the disadvantages of home ownership 
and long-term financial commitments, for no 
institution or individual has a sufficient finan- 
cial interest in discouraging borrowing by 
spreading such information. 

“Advertising could be a valuable tool in 
achieving economic stability after the war. 
Thus far the greatest development of mortgage 
advertising has been during the decade of the 
1930's, when it was designed to stimulate bor- 
rowing in order to promote home ownership, 
absorb idle funds, and give a fillip to the con- 
struction industry. But after the war we may 
be faced with a real estate boom of dangerous 
proportions. In such an event, mortgage ad- 
vertising could be used to dampen inflationary 
ardor, to encourage prepayment or accelerated 
debt retirement rather than excessive new bor- 
rowing, and to implement more rigorous credit 
requirements. 

“Since house building is a strategic sector 
of our economy, and since it is influenced by 
credit terms, few people would question the 
power of lending policy as a countercyclical 
force, facilitating borrowing in depressed pe- 
riods and curtailing it in boom times. How- 
ever, a vigorous countercyclical lending policy, 
which would necessarily make borrowing more 
difficult at certain times, would probably be 
criticized by those who view government in- 
tervention in the mortgage market chiefly as 
an instrument of reform. 

“The simplest and most far-reaching con- 
trol would be for FHA and the FHLB Board, 
respectively, to raise their minimum standards 
for insurance of loans and for rediscounting of 
mortgage paper. This would mean that, al- 
though interest rates and service charges would 
remain unchanged, debt-value ratios would be 
reduced, credit standards raised, and maturi- 
ties shortened in boom times. The reverse pol- 
icv might be instituted in depression years. 
. . . . Such centralized control would be anal- 
ogous to that pursued by the Federal Reserve 
Board. 

“To implement such a policy, FHA, FHLB, 
and lenders might have to convince the pub- 
lic, by advertising, of the soundness of the 
changed lending standards. Advertising ap- 
peals, if used now, would have to emphasize 
that inflated property values would not be the 
basis for sound financing, and that excessive 
debt creation would saddle the borrower with 
an oppressive financial burden in the ensuing 
deflationary period.” 

In conclusion, Professor Gregory points out 
that a far-sighted and flexible advertising pol- 
icy could not only help “reduce the vast fluc- 
tuations in residential construction which have 
periodically disrupted the stability of our eco- 
nomic life,” but could also “promote technical 
progress in housing. There are signs that pre- 
fabricated housing will make great strides tech- 
nologically after the war. But the commercial 
feasibility of such construction must wait upon 
the breaking down of popular prejudices 
against such housing (and also the removal 
of restrictive local building ordinances and 
labor practices) .” 











When I had occasion to mention to 
one of my airline colleagues that I was 
delivering a paper before the Control- 
lers Institute on the subject of “Air 
Transportation,” I asked if he had any 
suggestions. His answer was enlighten- 
ing if not constructive. 

“Were I making an address for the ben- 
efit of the treasurers of corporations,” he 
said, ‘I would rest my case on the state- 
ment that the airplane is here to stay.” 

The controller or treasurer of a cor- 
poration is often accused of being unduly 
conservative and cautious. I believe to 
that extent he provides a balance wheel 
in the corporate structure. The salesman- 
ager of a corporation once said to me, 
“You accountants would never make a 
success of a business. You're too cau- 
tious. You're afraid to take a chance.” 

Perhaps the criticism was well justified. 
Perhaps the controller and treasurer are 
too cautious. On the other hand I have 
no doubt there are many corporate enter- 
prises still doing business as usual which 
would have long since traveled the rugged 
road of bankruptcy but for that persistent 
and well worn query of the controller— 
“What will it cost?” 

It is a question that is going to receive 
more and more attention in the months 
and years ahead of us as the war nears its 
end and the gigantic job of reconverting 
the world to peace time production is 
commenced. It is a question that has all 
but been lost sight of in the last few 
years. It is a question that is going to 
have to be asked and answered in the 
halls of Congress in the post war years if 
national solvency is to endure. 

The airline business as well as every 
other corporate enterprise is going to 
have to know the cost before it will be 
able to accurately forecast the probable 
expansion which will take place in the 
post war era. Free enterprise in these 
United States is fortunately still pretty 
much a matter of competition. The air- 
lines, to a certain extent at least, compete 
with the railroads and the bus lines. They 
compete with each other. Healthy com- 
petition makes for progress. Monopoly 
stifles incentive and, therefore, progress. 

In a competitive market two things de- 
termine the success or failure of your en- 
terprise; the price and the quality of your 
product. The airlines sell service in the 
form of transportation. Two things will 
govern the future rate of expansion of 
the air transportation industry. First the 
quality of transportation which they offer 


Air Transportation in the 
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and second the price of that service as 
compared to other existing forms of 
transportation. 


QUALITY OF SERVICE 


Let us consider these two elements sep- 
arately. Airline transportation has, un- 
til recently, been pretty much in the cate- 
gory of luxury travel, principally because 
of the price. With few exceptions the 
average traveler is in a hurry to reach his 
destination. Speed has been and prob- 
ably always will be one of the principal 
arguments in favor of air transportation. 
Healthy competition among the airlines 
has produced a passenger service un- 
equaled by any other form of transporta- 
tion. Do you know of any other means 
of transportation that serves you free 
meals, that has glamorous stewardesses to 
answer your beck and call, that furnishes 
for your comfort and convenience electric 
razors and free chewing gum? 

One by one the difficulties and hazards 
of air transportation have been overcome. 
Under the impetus of war necessity the 
airplane has been improved to the point 
that it can be flown over all types of ter- 
rain with such a degree of safety and de- 
pendability that the insurance companies 
will give you odds of 20,000 to 1 that 
your trip will be accomplished safely. 

It is my observation that in any discus- 
sion of the future of air transportation 
two questions are most frequently asked. 
First—the type of aircraft that will be 
used; and second—the probable fares 
that will be charged. I cannot help but 
believe that the airline industry will suf- 
fer greatly from the fantastic predictions 
of some of the imaginative writers who 
are loosely predicting thousand passenger 
sky giants and ten cents a ton mile air 
cargo. It may quite possibly be true that 
such dreams will be realized in the future 
but an anticipating public that is count- 
ing on visiting Aunt Minnie in Shanghai 


at the duration of the war is going to be 
somewhat disillusioned when it discovers 
the cost even if the service is available. 

The tremendous strides that have been 
made in aircraft engineering research 
during the war have advanced air trans- 
portation decades ahead of that which 
would have been realized in peace time. 

The chief value of military aircraft en- 
gineering lies in the fact that basic prob- 
lems are being solved and new methods 
of construction are being devised. Not 
only are great strides being made toward 
the more efficient use of the conventional 
type of airplanes, but the impetus of mil- 
itary necessity has ie up entire new 
vistas in the lines of power plants, com- 
munications, ‘and navigational facilities. 

There are two particularly interesting 
developments in power plants: One has 
been referred to as jet propulsion. While 
little is known concerning the results of 
the application of this type of power to 
military aircraft, there is the belief that 
hitherto unattainable speeds may be real- 
ized in this newest type of aircraft. As 
airplanes approach the speed of sound 
the propeller reaches a point where it 
cannot efficiently go any faster. 

Jet propulsion is but one of the tech- 
nical advances which have been made 
under the pressure of war. It is not un- 
reasonable to assume that this method of 
powering an aircraft may bear a very defi- 
nite relation to air fares and air freight 
rates. 

Considerable experimentation has been 
carried on with turbine engines and while 
the turbine has not yet reached the eff- 
ciency of the gasoline engine, it can op- 
erate on the cheapest of fuels. 

The strides made in electronics have 
been so great as to practically guarantee 
an entirely new concept of aircraft nav- 
igation and plane-to-ground communica- 
tion. d 

Aviation engineering research is being 
carried on today for the purpose of mak- 
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Self-sufficient and confident of the future, the airline industry 
stands on its own feet and looks forward to the postwar economy with 
an intelligent understanding of the problems which it will be called 
on to solve, we learn from this interesting paper by Mr. Taylor, which 
was presented before the May 11 meeting of the Los Angeles Control 
of The Controllers Institute. The author is assistant secretary-treas- 
urer of Western Air Lines, Inc., of Los Angeles. 
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ing it possible to carry bomb tonnages 
for long distances at the highest possible 
rate of speed. At the present time more 
money is being spent in aviation engi- 
neering research each month than was 
spent in the 10-year period from 1930 to 
1940. A majority of the lessons learned 
in the design and operation of military 
aircraft can be interpreted into commer- 
cial air transportation. However it does 
not follow that military aircraft will have 
any great value as commercial air trans- 

rts. This is true for a variety of rea- 
sons. In the first place such aircraft were 
designed for war, not for the transporta- 
tion of passengers, mail and express. The 
cost of operation of an airplane is usually 
as important as its original cost. In or- 
dinary airline operation an airplane in- 
curs its original purchase price indirect 
operating costs every six months. Mil- 
itary aircraft are not built for economical 
operation. Their cost of reconversion to 
commercial aircraft would be _prohibi- 
tively expensive. Their landing and 
take-off speeds do not meet the safety reg- 
ulations of the Civil Aeronautics Author- 
ity. 

It is estimated, however, that there 
will be, at the close of the war approxi- 
mately 15,000 surplus aircraft of the 
same general type presently used by the 
airlines. Many of these aircraft are be- 
ing operated by the Air Transport Com- 
mand. This Command, with the assist- 
ance of the airlines, has and is doing an 
almost unbelieveable job of transporting 
troops, materials and equipment to the 
various fighting fronts. There are prob- 
ably few global points of consequence 
that are not seal: by this air transporta- 
tion service. 

The problem of the disposition of 
these surplus aircraft may well prove a 
vexing one. When it is considered that 
in 1941 the records of the Civil Aeronau- 
tics Board disclosed that there were a 
total of 359 aircraft employed by all of 
the airlines of the U. S. it can be seen 
what expansion would be necessary to 
absorb even a portion of 15,000 surplus 
aircraft. The answer may lie in better 
airplanes. Lockheed’s Constellation re- 
cently flew non-stop Los Angeles to New 
York in 6 hours and 58 minutes. Con- 
solidated has just unveiled the mock-up 
on its proposed 400 passenger air giant. 
Douglas is supposedly producing a big- 
get and better commercial air transport. 
Obviously the future of the air transpor- 
tation industry is closely interwoven with 
the future of the aircraft manufacturing 
industry. Unless better and more efh- 
cient aircraft are produced the airline in- 
dustry may stagnate as happened to the 
railroad industry before the advent of the 
diesel locomotive and the streamliner. 
Whenever there exists monopoly incen- 
tive is stiffled and the industry is apt to 
stagnate. 

The airlines are yet in their infancy. 
The total valuation of the domestic air 
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transportation industry is valued at but 
60 millions of dollars. Compare that 
with the valuation of the railroad indus- 
try, valued at 23 billions of dollars or to 
reduce the comparison to everyday fig- 
ures compare $60 and $23,000. 


RAILS vs. AIR 


The strenuous efforts of the railroad 
industry to enter the aviation field will 
increase as the war nears its end. The 
permission or restriction of surface car- 
riers entrance into air transportation is a 
matter of broad transportation policy and 
the answer to it will have a great bear- 
ing on the future of aviation in this 
country. Broadly speaking it resolves 
itself into the whole question of mo- 
nopoly versus competition. 

Imagine for a moment that you own 
two business enterprises. In one of these 
enterprises you have invested $23,000 
and in the other one, you have only $60 
invested. In the course of events, the 
enterprise in which you have only $60 
invested starts to make serious inroads 
on the revenues which you have been re- 
ceiving from the business in which you 
have invested $23,000. What would be 
your reaction as a business man? 

What do you think would be the fate 
of the juke box industry if it were owned 
body and soul by the musicians union ? 

The dominant question which the peo- 
ple, through the medium of Congress, 
must decide is whether the air transporta- 
tion industry is to become a truly new 
industry, as was the automobile industry 
after the last war, giving possible em- 
ployment to thousands of returning flyers 
and mechanics and technicians and pro- 
viding investment for hundreds of mil- 
lions of dollars. 

Another factor which must be con- 
sidered in any discussion of post war 
aviation is the expansion of American 
flag aviation, domestically and in foreign 
transport. This expansion must be reg- 
ulated and under the existing law, the 
body charged with the responsibility for 
granting new routes is the Civil Aeronau- 
tics Board. This is a quasi-judicial board 
consisting of 5 men who must pass upon 
route awards and who must weigh such 
factors as the convenience and necessity, 
the public interest, and the structure of 
a national and international route pat- 
tern. 

New Routes 


The Civil Aeronautics Board is today 
confronted by literally hundreds upon 
hundreds of applications for new routes. 
One man wishes to acquire the right to 
haul corpses from any point in the United 
States to any other point in the United 
States. Another application seeks to pro- 
vide aerial moving vans and in at least 
one case the applicant is a high school 
boy who offered as the proof of fitness 
and willingness and ability more than 2 
years successful experience as a model 


builder. 
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While it is true that many of the ap- 
plications will be eliminated by the 
clause requiring fitness, willingness and 
ability, there are many hundreds of ap- 
plications from carriers who should not 
find it difficult to prove that they are 
able to perform the service for which 
they seek an award. 

I believe we will all concede that air 
transportation will be tremendously ex- 
panded at the duration of the war. The 
exact extent of that expansion will be 
limited only by the availability of facili- 
ties and the cost of operation. 

To give you a concrete example of the 
developments that we now know will 
take place, let us consider Western’s pro- 
posal to operate directly from Los An- 
geles to Denver, Colorado. As you all 
know, the Rocky Mountains have formed 
a barrier which has affected trade areas 
since the time of the pioneers. A type 
of airplane designed as a military trans- 
port and built here in Southern Califor- 
nia by the Douglas Company has made 
direct non-stop service to Denver just as 
practical as an air trip between Los An- 
geles and San Diego. The same will 
undoubtedly be true of Lockheed’s Con- 
stellation. As a matter of fact the Con- 
stellation has many advantages over the 
DC-4. I use the DC-4 as an example be- 
cause Western originally proposed to use 
this type of aircraft for the Denver serv- 
ice if the route were awarded. The mili- 
tary counterpart of this aircraft is desig- 
nated as the C-54A, and is presently 
engaged in shuttling across the North At- 
lantic with street-car frequency and de- 
pendability. 

Western proposes to use this type of 
plane equipped with a pressure cabin, 
and it will be operated normally at al- 
titudes somewhere between seventeen and 
twenty thousand feet. At these altitudes, 
pressurizing is required for the follow- 
ing reason: Given a temperature of 60 
degrees F. the air pressure measured in 
pounds per square inch at sea level is 
14.7. Given the same weather conditions, 
the temperature at twenty thousand feet 
has decreased to 12 degrees below zero 
and the pressure is 6.8 pounds per square 
inch. By pressurizing the cabin, the pas- 
senger will be breathing atmosphere 
which will have a density equal to that 
of between six or seven thousand feet. 
He will board Western’s plane at Bur- 
bank and the pressurizing unit will be 
set in operation. When he arrives at 
Denver he will already be acclimated to 
Denver's elevation of five thousand feet. 
In the reverse direction, the pressurizing 
will be gradually decreased and the pas- 
senger boarding at Denver will be ac- 
climated to sea level pressure upon his 
arrival at Los Angeles. 

Western proposes to fly a route of 
880 miles airline between Los Angeles to 
Denver, and using about 55 per cent. of 
the power output (the most economical 

(Please turn to page 502) 











The task of reconstructing the for- 
eign trade of the United States on a 
sound and permanent basis in the period 
following the war presents a most diffi- 
cult problem by reason of the many new 
factors and conditions brought about by 
our present war economy and by the 
many uncertainties in the international 
situation. Some consider the problems 
insurmountable and would have us pur- 
sue a policy of isolationism, contenting 
ourselves with a lower standard of liv- 
ing and the relegation of the United 
States to a less important position in the 
family of nations. Fortunately for our- 
selves and the world at large, that is not 
our way of doing things and most of us 
stand on common ground in believing 
that lasting peace and prosperity for 
ourselves and the other nations of the 
world can be brought about to a great 
extent by an unhampered interchange of 
goods and services among all nations. 

The future of our own export trade 
has been discussed at great length in 
various quarters and the general trend 
of thought as to postwar volume is op- 
timistic; perhaps too optimistic if we 
consider all the diverse factors now ex- 
isting that must be correlated and prop- 
erly synchronized in the postwar period. 
The volume of the export trade of the 
United States in the period following 
the war will depend on the play of a 
number of both favorable and unfavor- 
able factors, some of which will be 
within our own control here and some 
of which will arise in the buying coun- 
tries. 

For example, some of the so-called 
occupied countries may find it difficult, 
if not impossible, to purchase abroad on 
a prewar basis until quite some time 
after the adjustment of their internal 
economies through rehabilitation of in- 
dustry and agriculture. On the other 
hand, many countries have accumulated 
substantial blocks of gold and foreign 
exchange during the war period, which 
should enable them to enter the market 
for volume purchases, just as soon as 
goods are available to them. Some of 
the neutral countries also have at their 
disposal large blocks of gold and for- 
eign exchange, estimated at several bil- 
lions of dollars. 

Conditions within our own country 
exert a very direct influence on export 
volume and it is interesting to note the 
close proportionate volume relationship 
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that exists between our exports, imports 
and domestic economy. In the period of 
“Coolidge Prosperity,” roughly 1925 to 
1929, total foreign trade, including both 
exports and imports, exceeded nine bil- 
lion dollars each year, as follows: 


Total Exports Total Imports Total Foreign 


(approx.) (approx.) Trade 
In billions of dollars. 
1925 $4.9 $4.2 $9.1 
1926 4.8 4.4 9.2 
1927 4.9 4.1 9.0 
1928 Ded 4.1 9.2 
1929 D2 4.4 9.6 


In the succeeding year, or with the be- 
ginning of the depression of the 1930s, 
total foreign trade dropped to approxi- 
mately seven billion dollars; in 1931 to 
four and one half billion dollars; in 
1932 to two billion nine hundred mil- 
lion dollars, and thereafter and includ- 
ing 1939, it averaged four billion seven 
hundred million dollars. From 1930 to 
1934 the figures were as follows: 


Total Exports Total Imports Total Foreign 


(approx.) (approx.) Trade 
In billions of dollars. 
1930 $3.8 $3. $6.9 
1931 2.4 Bol 4.5 
1932 1.6 PI 2.9 
1933 the 1.4 31 
1934 2.1 1.6 5.7 


The conclusion drawn from these fig- 
ures is that a sound internal domestic 
economy in the United States, with a 
high rate of employment and substantial 
purchasing power results in increased 
purchases of capital and consumer goods 
within our own country. This in turn 
leads to increased imports and the crea- 
tion of dollar exchange to the credit of 
the various countries of the world, thus 
enabling them to take more of our 
goods. If we are to have a sound in- 
ternal economy, many changes in our 


present method of procedure will be 
necessary, but among other things, pri- 
vate industry must be permitted to re. 
habilitate itself and convert as speedily 
as possible from war-time to peace-time 
preduction, as soon as the war is con- 
cluded, or before that time, if conditions 
permit. This can be accomplished only 
if government withdraws from competi- 
tion with private enterprise, releases its 
controls on industry and by the formu- 
lation of a sound and equitable tax pro- 
gram, permits business to return again 
to a profit-incentive basis. The thought 
has been expressed on a number of oc- 
casions by those familiar with business 
operations that a continuation or in- 
crease of government competition with 
private industry can result only in in- 
creased unemployment, a chaotic in- 
ternal postwar economy and a restricted 
export and import business. 


CREATING DOLLAR EXCHANGE 


We of course recognize that other 
means exist for the creation of dollar 
exchange, but in the final analysis, if the 
export trade of the United States is to 
function on a sound basis in the future, 
it must be paid for almost wholly by 
dollar exchange resulting from the pur- 
chase abroad of goods or services. 

In the 1920s we made available sub- 
stantial amounts of dollar exchange by 
extending loans (mostly of a non-pro- 
ductive nature) to foreign governments 
through private channels and the results 
to private investors, 1m many Cases were 
rather disastrous; in the 1930s we dis- 
continued private loans but took gold 
from abroad for our exports, with the 
result that we hold a large proportion 
of the gold stock of the world; in 
the 1940s we inaugurated lend-lease. 





products. 


aspects. 





WORLD TRADE FOR WORLD PEACE 


This global war has introduced all corners of the earth to American 
It has made our nation more world conscious than ever 
before. The postwar prospects of export trade are consequently an 
| important concern to all students of our economy. This paper by Mr. 
| Gentes, vice-president of Guaranty Trust Company, New York, which 
| was presented at the May | session of the Midwestern Controllers’ 
Conference in St. Louis, presents a well-summarized discussion, with 
particular emphasis, as the headline indicates, on the financial 
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Unless we are willing in the postwar 
period to part with our resources with- 
out compensation, it is a foregone con- 
clusion that lend-lease must be aban- 
doned as soon as possibie after the war 
is won and thus we will again be forced 
to return to an exchange of goods and 
services as a means of creating dollar 
exchange to pay for the bulk of our 
exports. 

It is quite generally conceded that for 
a few years after the war a substantial 
demand will exist, both here and 
abroad, for various typs of merchandise 
that have been unobtainable as a result of 
the exigencies of war, and, furthermore, 
machinery and goods destroyed by the 
ravages of war will be needed abroad 
for rehabilitation purposes and for the 
needs of new industries. In the immedi- 
ate period after the war, price probably 
will not be an important factor to for- 
eign buyers. When this first demand is 
satisfied, however, and sales again revert 
to a competitive basis, what will be our 
position in world markets? The naive 
statement has been made in some quar- 
ters that an internal public debt is no 
burden on the national economy as a 
whole, since it is a debt that we owe 
to ourselves. Taxes levied to meet a debt 
service of perhaps six to eight billion 
dollars a year, which is now conceivable, 

lus the additional taxes that will have 

to be levied after the emergency is over, 
for the high cost of government opera- 
tions, amortization of debt, supplies for 
liberated countries, adjusted compensa- 
tion, pensions, hospitalization, reha- 
bilitation, very definitely to constitute a 
burden on productive enterprise. Bur- 
densome taxes not only result in a loss 
of business incentive, but, of greater im- 
portance from the viewpoint of export, 
they eventually find their way into pro- 
duction costs and the price of mer- 
chandise. 

Granted that some types of our manu- 
factures always will sell abroad on a 
quality basis, will we be able in general 
to compete on a price basis with coun- 
tries having a comparatively small debt 
service Or low labor costs, or both? This 
query can be answered only by actual 
experience in the future, but, unques- 
tionably, a reduction of debt, not by the 
imposition of additional burdensome 
taxes, but by the reduction of unneces- 
sary government expenditures, is one of 
the greatest contributions the govern- 
ment can make to the export fraternity. 


PosTWAR COMPETITION 


The matter of competition in the 
postwar period has been discussed at 
great length on numerous occasions. It 
seems apparent at this time that our in- 
dustrial capacity after the war will be 
substantially larger than pre-war capac- 
ity, when plants have been retooled for 


peace-time production. If that is the 
case, domestic competition will be keen 
and the need of export markets will be 
greater than ever before, in order that 
surplus production can be absorbed. 
However, other countries, as a result of 
conditions brought about by the war, 
have industrialized and it seems likely 
that there will be a change in the type 
of American exports to some parts of 
the world. This change may be most 
noticeable in some of the Latin Ameri- 
can countries after the first buying wave 
has subsided. Then, too, some of the 
countries of the world with large blocks 
of available dollar exchange may not be 
willing to dissipate their foreign ex- 
change resources in an orgy of buying 
and may restrict their imports to essen- 
tial goods or goods which do not com- 
pete too much with their own new in- 
dustries. 

In various quarters the belief is held 
that the Latin American countries now 
have at their disposal approximately 
three billion dollars in gold and foreign 
exchange, part of which, however, is in 
blocked sterling that probably will not 
be available for the payment of Ameri- 
can exports. A great deal of fear has 
been expressed in export circles in re- 
spect to postwar competition from 
Great Britain. As a result of conditions 
brought about by the war, Great Brit- 
ain’s economy has suffered drastic 
changes. In the prewar period, about 
60% of her imports of approximately 
one billion pounds sterling were paid 
for by merchandise exports and the bal- 
ance by invisible exports, such as inter- 
est on investment abroad, payment for 
service. 

By reason of a substantial liquidation 
of debt to Great Britain by outside 
countries and the loss of shipping, her 
income from abroad has decreased mate- 
rially. Thus, her need to increase actual 
exports in the postwar period will be 
greater than ever. Our exporters must 
be prepared for keen competition from 
that source, but we must not overlook 
the fact that we have had competition 
from Great Britain in the past. It has 
been clean competition, however, and is 
vastly preferable to the unscrupulous 
type of competition of previous years 
that barred many American exporters 
out of good markets and eventually left 
certain of our Latin American neighbors 
and other countries with large blocks of 
worthless aski marks. Canada has made 
vast strides in her numerous industries 
as a result of the necessity of supplying 
herself and allied nations with material 
for the prosecution of the war, and will 
undoubtedly seek world markets to ab- 
sorb surplus production. India, the 
U. S. S. R., and China also will be com- 
petitors for world trade, but not until 
after a lapse of some years, as their own 
internal demands must be satisfied first. 
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While Germany and Japan in the pe- 
riod previous to the war were important 
competitors in world trade, the disloca- 
tions of industrial capacity and other 
factors will no doubt limit their impor- 
tance in international trade for an in- 
definite period after the war. We in the 
United States cannot expect to get more 
than our fair share of export trade, for 
we must recognize the fact that world 
prosperity as a whole depends on the 
prosperity of individual nations. 


FUTURE LEADERSHIP 


The future of world trade will de- 
pend largely on the leadership of the 
United States and Great Britain, the 
two great trading nations of the world. 
If we are to meet that trust and point 
the way to the rest of the world, both 
nations must have a sympathetic under- 
standing of each other's problems and a 
will to collaborate to the fullest extent 
in a constructive program for the reha- 
bilitation of the trade of all those na- 
tions desiring to cooperate with us. 

American manufacturers of certain 
types of consumer goods may find it 
more difficult in the postwar years to 
market their products in countries which 
have developed their own industries 
during the war era. For example, Brazil 
and other Latin American countries 
have forged ahead in the textile indus- 
try to such an extent that they can sup- 
ply their own needs and the needs of 
outside markets and so we may find fu- 
ture sales of textiles in that territory 
confined to the better grades, special 
fabric designs, etc. With the passage of 
time, we must expect to see many na- 
tions of the world become even more 
highly industrialized and more self-suffi- 
cient for certain of their needs. How- 
ever, in the overall pattern of interna- 
tional trade, this is not to be feared, for 
greater industrialization within a coun- 
try leads to higher standards of living 
and a larger demand for imports from 
other countries. 

Much thought has been given to the 
two important problems of stabilization 
of currencies and the disposal of surplus 
material in the immediate postwar pe- 
riod and while no solution has been ar- 
rived at up to this time, the degree of 
consideration being given these prob- 
lems warrants the hope that some satis- 
factory plan of operation will be evolved 
in both cases. Wide publicity has been 
given to the American and British plans 
for the stabilization of currencies in the 
postwar period, which is so essential if 
foreign trade is to reach its greatest pos- 
sibilities. Both plans are complicated in 
character and whether or not either 
would operate effectively in practice is 
a matter of debate. Seemingly, no 
method of stabilization yet suggested is 
so sound or easily operated as the inter- 
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national gold standard—with free coin- 
age of gold, free markets and private 
ownership of gold and currencies freely 
convertible into gold, both for domestic 
use and for shipment abroad. 

The success of this or any other pro- 
gram must depend finally on the adop- 
tion and general pursuance of sound 
internal economic and political policies 
—hbalanced budgets, reasonable tariffs 
and trade regulations, avoidance of cen- 
tral bank and Treasury operations that 
interfere with the price reactions essen- 
tial to the operation of the gold stand- 
ard and, in general, governmental pol- 
icies that promote business confidence 
instead of destroying it. No country can 
expect to have its currency acceptable at 
a stable value in world markets unless 
its fiscal affairs are under control, its 
price level reasonably stable and its in- 
ternal economy is functioning smoothly 
and productivity. If sound govern- 
mental policies directed toward this and 
are followed, the gold standard can 
work successfully in the future as it did 
in the past. 

A large part of the confusion that ex- 
ists with regard to the problem of ex- 
change stabilization and trade recovery 
is probably due to the fact that the sim- 
ple fundamentals have been lost sight of 
in the maze of complications and artifi- 
cialities that have grown up around 
them. From numerous sources we hear 
of the fatlure of the gold standard, 
when the real failure has been that of 
the credit structure, either because of 
unsound governmental policies or be- 
cause credit has been over-expanded to 
a point where for some reason, political 
or economic, the structure breaks down 
and there is not enough gold to liqui- 
date outstanding obligations. 


PosTWAR CONTROLS 


Conditions brought about by the war 
probably will make it necessary that 
price control and other forms of govern- 
mental control continue to be exercised 
for a period after the war; for ex- 
ample, certain types of raw material for 
industry may have to be placed on an 
allocation basis in order that all may ob- 
tain their fair share, or certain types of 
scarce material may be limited as to ex- 
port. Unfortunately, forms of control 
within a country have a tendency to in- 
crease and perpetuate themselves, and 
eventually they lead the way to controls 
in other countries, until international 
trade becomes bogged down in a morass 
of governmental regulations, bi-lateral 
arrangements, quota systems, clearing 
arrangements, barter agreements, oner- 
ous foreign exchange restrictions, and 
other restrictive measures of a discrimi- 
natory nature. 

While we appreciate that our full en- 
ergies must be devoted to the winning 


of the war just as speedily as possible, 
most of us dislike governmental restric- 
tions and restraints, and their elimina- 
tion, whether they apply to our personal 
affairs or against the free operation of 
business, should be given immediate 
consideration after the war is won. 

The world-wide scope of the war has 
had the effect of introducing American 
products to the far corners of the earth 
and it is but reasonable to expect that a 
demand has been created which will 
carry On in some measure in the postwar 
years. Conversely, we in the United 
States have found new sources of raw 
materials which will be needed here and 
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these factors should result eventually in 
a two-way trade of mutual and lasting 
benefit. 

The many obstacles to a larger and 
more successful foreign trade in the 
postwar period are a challenege to the 
ingenuity and resourcefulness of the 
American exporter, but we have over. 
come obstacles in the past and we will 
do so in the future. Only in that way 
can we hope to maintain a full measure 
of employment, a continuation of our 
standards of living and internal eco. 
nomic stability which are the foundation 
upon which a vigorous and healthy for. 
eign trade is built. 


Corporate Liquid Assets Increased, 
Federal Reserve Board Finds 


At the same time in July that the Depart- 
ment of Commerce released figures estimating 
corporate profits—both before and after taxes 
—as being up slightly in the first quarter of 
1944, as compared with the final quarter of 
1943, The Federal Reserve Board reported a 
large increase in liquid assets by both large 
and small companies. 

In a discussion of various aspects of busi- 
ness finance in wartime in the July Federal 
Reserve Bulletin, the Board comments on the 
fact that expansion in plant and equipment 
and in working capital needed to produce war 
goods has been financed almost as much by 
the use of Government funds as by the in- 
ternal funds of business enterprises. New 
financing from banks or through security mar- 
kets has been relatively small, it is pointed 
out. 

The Board’s study indicates that bank loans 
to business for non-war purposes—mainly to 
trade, service and finance companies—declined 
from an estimated $8 billion at the end of 
1941 to $4.3 billion at the close of 1943. This 
reduction was made possible partly by in- 
creased profits, partly by unexpended funds 
made available through depreciation allow- 
ance, and partly by liquidation of inventories 
and consumer credit, especially in trade lines. 
In a sample of 259 large industrial companies, 
food and textile firms in 1942 and 1943 re- 
paid nine-tenths of the bank borrowing which 
they had consummated in 1942. In the war 
industries, also, increased liquidity has en- 
abled some reduction in bank loans; this oc- 
curred in 1942 for steel, petroleum, aircraft, 
and rail equipment groups, and continued in 
1943 for many of the larger companies in the 
chemical, rubber, steel, nonferrous metals and 
auto groups. 

“On balance, only a small amount of funds 
has been raised during the war by business 
firms through issues of new securities,” the 
survey indicates. “In the two and one-half 
years ending June, 1944, only about $1 bil- 
lion of new securities were offered for new 
money, of which two-thirds were for industrial 
companies. At the same time, cash retirements 
of outstanding securities have offset a consid- 
erable part of the funds obtained from the 
new issues, with the result that outstanding 
long-term debt has declined in many fields, in- 
cluding railroads, public utility, and manufac- 
turing. In the sample of 259 large industrial 


companies, net declines in outstanding securi- 
ties over the war period have occurred in the 
food, rubber, petroleum, steel, industrial ma- 
chinery, rail 
groups.” 
While. the increase in liquidity of most 
business concerns has been pronounced, a more 


equipment and _ shipbuilding 


important occurrence from the long term 
standpoint has been increase in underlying 
strength as represented by larger equity po- 
sitions, the board states. This strengthening 
has come mainly from higher levels of re- 
tained earnings which have been reflected in 
debt retirement and enlargement of operating 
property and in larger net working capital. 

In the case of some war producers, the 
board points out that the underlying position 
may be further improved after the war by 
opportunities to buy Government properties at 
lower cost than would be required for com- 
parable facilities on a new basis, and by the 
remission of taxes for various war costs and 
losses already provided for in published earn- 
ings reports. 

The board concludes that the full extent of 
any net gain by business in wartime cannot be 
finally assayed until some time after the war. 

However, it comments that “it is in the na- 
ture of managerial responsibility that esti- 
mates lean on the conservative side—that is, 
they tend to underestimate gains and to over- 
estimate losses. This tendency suggests that 
the final accounting is likely to show some- 
what more improvement in business positions 
as a result of the war experience than has yet 
been indicated in published statements, but 
this prospect could be changed by develop- 
ments of an unfavorable nature.” 


Survey of Monopoly and 
Cartel Trends 


What postwar America can do about trends 
toward monopoly in domestic business and 
cartels in international trade will be studied 
in two major surveys by the Twentieth Cen- 
tury Fund. The surveys will analyze the rela- 
tive position of monopoly and free competition 
and suggest a basis for public policy both 
domestically and internationally. 

The results of these studies, including the 

committee recommendations, will be issued 
as two separate reports, one dealing with 
monopoly and the other with cartels, according 
to the Fund’s announcement. Dr. J. Frederic 
Dewhurst, the Fund’s economist, who will act 
as consultant in the investigations, estimates 
that both may be completed by the end of next 
year. 
A special research staff will be set up for 
the two surveys which will be under the co- 
directorship of Dr. George W. Stocking, Pro- 
fessor of Economics at the University of Texas, 
and Dr. Myron W. Watkins, Head of the De- 
partment of Economics at New York Univer 
sity, now on leave for government service in 
Washington. 
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Outlook on Government Regulation 
of Employment Stabilization 





and Social Security 


When the elder La Follette entered 
the Senate at the turn of the century he 
presented a twenty-four point program 
of social legislation, the enactment of 
which became the central purpose of his 
political life. Legislation was contem- 
plated to curb the power of corpora- 
tions, to spread the cost of government 
through taxation by means of an income 
tax, to promote social security through 
national laws, to protect consumers 
from exploitation by unethical and 
greedy merchandisers, to promote home 
ownership through the development of 
federal mortage associations supplying 
capital at very low rates of interest, to 
protect the rights of labor, to organize 
and bargain collectively, and to sponsor 
vast federal projects which would pro- 
duce a greater conservation of natural 
resources by the federal government for 
the good of all the citizens and stabi- 
lize unemployment in periods of eco- 
nomic depression. 

The great metropolitan newspapers 
ran front page editorials condemning 
the La Follette program as socialistic, 
radical, and visionary. La Follette was 
criticized as being un-American, danger- 
ously radical, and undemocratic. It is a 
significant thing that by the time Sen- 
ator La Follette died nearly all of the 
planks in his program had been made 
an integral part of federal law. Labor 
legislation, national social security, and 
the development of federal projects for 
the conservation of natural resources 
were the three major points which re- 
mained. These three were made an 
integral part of the law of the land dur- 
ing the first and second Roosevelt ad- 
ministration. 

Over a period of forty years we have 
gtadually adapted ourselves to a con- 
trolled economy. While the process has 
been accelerated during the last ten 
years, it has been in the making for a 
long while. Had we not encountered 
the great depression and entered upon a 
world war it is likely that a quarter of a 
century would have been required to 
have produced the social legislation 
which has become a part of our national 
life in the last decade. When viewed in 
the light of historical perspective it is 
possible to interpret more recent devel- 
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opments in the field of social and eco- 
nomic legislation as having been accel- 
erated by the depression and the war, 
but not created by them. If this thesis is 
accepted our thinking about the postwar 
relations between government and so- 
ciety must take on a very different 
character than would be the case if we 
interpreted the vast maze of govern- 
ment regulation as it exists today as the 
evil brain child of “New Deal Brain- 
trusters’ on the one hand or the unfor- 
tunate, but necessary, product of total 
war. 

Thoughtful students of our social and 
political history are agreed that to con- 
sider these measures as temporary or as 
something brought about by vast dislo- 
cations of our economy would be a seri- 
ous mistake. It would mislead us if we 
were antagonistic to them and produce 
an entirely illusory conception of their 
meaning if we were in favor of them. 


TREND TO CENTRALIZATION 


The plain fact is that we have been 
moving toward greater centralization of 
authority in government and greater 
control over our social and industrial 
life by the federal government for 
nearly half a century. The period of 
time over which these things have been 
happening is long enough for us to see 
a definite trend and to make certain 
rather definite predictions. 

If we observe this same half century 
in terms of its political character it is 
easy to see that from the time of Mc- 
Kinley down to the present we have had 


periods of relatively violent progress in- 
terspersed between periods of relatively 
stable economic and political growth. 
Theodore Roosevelt, when he was Presi- 
dent, although a Republican, was in 
many ways the forerunner of later Dem- 
ocratic regimes. His personality was 
aggressive. He was a man of protest and 
vigorous action. Under his administra- 
tion there was initiated certain legisla- 
tion which ultimately culminated in a 
few years in the curbing of corporations 
through the Sherman Anti-Trust Act. 
The Wilson administration introduced 
more reforms in government procedure 
in relation to our economy than any 
previous administration since Grover 
Cleveland. World War I distracted and 
re-directed the energies of this national 
administration from internal institu- 
tional reforms to war activities. How- 
ever, during the war itself there de- 
veloped the federal income tax as a 
permanent instrument in our national 
economy. By the time we got back to 
normalcy in the Harding regime the Fed- 
eral Reserve System had already enjoyed 
several years of operation. Certain 
broad programs of legislation affecting 
agriculture had been given administra- 
tive instrumentation, and we had had 
the first taste of the partial control of 
industry by government in war time. 
The railroads had been taken over with 
results which were far from good. 
Under Harding and Coolidge it ap- 
peared as though the trend toward gov- 
ernmental control of our economy had 
been definitely retarded, if not alto- 
gether checked. This, however, was 
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more apparent than real. Legislation 
was still being introduced and passed 
which brought more and more of our 
life under the surveillance of govern- 
ment. However, we must not forget 
that these were the days when people 
were beginning to believe that we could 
have two cars in every garage and two 
chickens in every pot. Millionaires were 
being made, on paper at least, by the 
scores. Installment buying on futures 
was the order of the day in every market 
of our economy. It is interesting to ob- 
serve that the peak of our economic il- 
lusion was reached in 1928, and in that 
year the Federal Trade Commission was 
set up by the Congress for the purpose 
of governmental regulation of unethical 
and unfair competition in business and 
industry. In other words, at the very 
time when it seemed that unregulated 
enterprise and rugged individualism 
were at last demonstrating their eco- 
nomic efficiency the Congress was pass- 
ing legislation to exercise greater con- 
trol over our business and industrial 
life than heretofore existed. 

During the Hoover administration, 
among other things that were done to 
stave off economic disaster and prevent 
a breakdown of our national life was 
the organization of the Reconstruction 
Finance Corporation by means of which 
the Government entered into the invest- 
ment market even though its acts were 
not interpreted at that time in these 
terms. This organization, with all of its 
vast potentialities, for usefulness was 
also an instrument by means of which 
the National Government could exer- 
cise an ever greater control over every 
aspect of our industrial and business 
life. 

I need not go into detail as to the 
things that happened during the three 
Roosevelt administrations. Whether we 
like them or not they represent further 
steps along the road which we had been 
traveling for many years. If the New 
Deal enterprises appear to be less friendly 
to the system of free enterprise than other 
things that have happened in earlier 
years, it is largely because New Deal leg- 
islation reached directly into the eco- 
nomic life of our communities touching 
on the individual citizen and modifying 
the pattern of community life. John Doe 
was for the first time directly touched by 
the long hand of federal legislation. So- 
cial Security was to be achieved by the 
joint contributions of John Doe and his 
boss. John Doe’s rights to belong to a 
union and to bargain collectively con- 
cerning wages and working conditions 
were for the first time instrumented by 
federal law. He might still have to 


battle for more wages, vacations with pay, 
and better working conditions, but his 
Uncle Sam had given him official permis- 
sion to do so, and legal protection while 
doing it. 


The farmer in Iowa could be 


forced to kill his little pigs, and the share- 
cropper in the South could be paid to 
plow under his cotton, and the man who, 
was unemployed could become a ward of 
his government with a minimum wage, 
but with many job perquisites. The 
farmer who was about to lose his farm, 
the home owner whose shelter was in 
jeopardy, could secure the assistance of 
Uncle Sam for a price. For good or for 
evil the Federal Government had at last 
become the unseen presence pervading 
the entire landscape. It was no longer 
the vague and mystic power which re- 
sided under the white dome of the Capi- 
tol. 

It is interesting to conjecture what 
would have happened during the last 
three years had there been no threat of 
war and no final martial catastrophe. 
Would the next logical steps have been 
taken, and would our economy have be- 
come completely controlled as it now is? 
Or would, temporarily at least, the 
wheels have stopped and the forward mo- 
tion of our vast national program of do- 
mestic collective security have been lost ? 
There are some who believe that had 
the European conflict not been under way 
there would have been a radical change 
in our national thinking. These people 
think that the brakes would have been 
put on and a diligent effort would have 
been made to decentralize the national 
government, to restore the rights of the 
states, and to give our industrial and busi- 
ness system an opportunity for greater 
self regulation. If we can interpret 
properly what has happened in the past 
it is logical to assume that the time had 
come for another period of economic 
stabilization, rather than a continuation 
of a program of economic reform. 


CONTROL Lost IN WAR PERIOD 


Total war has required total control. 
The last prerogatives of management 
have been stripped from it. I do not 
know of a single area in which the lead- 
ers of business and industry are entirely 
free to use their initiative without refer- 
ence to the directives and regulations of 
some government agency. We have jus- 
tified these restraints in the name of vic- 
tory. We have endured the frustrating 
and inhibiting controls in the interests of 
patriotism. We have been long suffering 
and have endured this hardness because 
there has existed the hope that when vic- 
tory has been gained industry and busi- 
ness will have by their patriotic partici- 
pation in the war effort gained the right 
to a fifth freedom. This freedom is the 
privilege of private business and indus- 
try within broad limits to make a profit, 
to regulate itself, and to have its success 
or failure depend upon its power to com- 
pete in domestic and foreign markets. 

I believe that this hope on the part of 
business and industry is an illusion. The 
logic of events would indicate that it can 
never be realized. A wise old philoso- 
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pher one time said “hope deferred maketh 
the heart sick.” This truth is being borne 
into the minds of our American business 
and industrial leadership with devastating 
effects at the present time. The fact is 
that the outlook on government regula- 
tion of employment, wage stabilization, 
and social security is that there shall be 
more rather than less of it. During the 
immediate post war period one can im- 
agine no greater chaos taking place than 
that which would occur if all of the re- 
straints and controls now operating in 
our economy were removed. There will 
have to be some allocation of authority 
for raw materials. A period of time must 
elapse before the processes of production 
and recovery of essential raw materials 
for domestic economy can be safely 
turned back to an unregulated pattern of 
supply and demand. Too much of the 
necessary materials come from too many 
far places in the world. International 
regulations, to say nothing of national 
control, will be imperative if a broken, 
destroyed and hungry world is to be 
equitably served in relation to its needs, 

If we would avoid social chaos there 
must be employment and wage control. 
It is estimated that excluding the men 
and women in our armed forces and in 
government employment there are more 
than 70,000,000 persons now engaged in 
industry and business. With the excep- 
tion of a few areas which utilize essen- 
tial war materials, production for civilian 
use has not been greatly reduced in spite 
of war needs. As war contracts are can- 
celled and the period of reconversion to 
peacetime industry occurs we may reason- 
ably expect vast dislocations in our pop- 
ulation. Migrations which have occurred 
in the interests of war work will reoccur 
as a result of job hunger for peacetime 
employment. Many sections of our coun- 
try, which before the war were not in- 
dustrialized at all, now have the essen- 
tial physical equipment with which to 
maintain a fairly elaborate industrial 
economy. Many foreign countries, such 
as India and China, which had not yet 
felt the impact of our industrial age have 
been awakened. These markets may no 
longer be available as outlets for our sur- 
plus production as they were in earlier 
years. 

The cost of living which has been pat- 
tially controlled by the Federal Govern- 
ment through the Office of Price Admin- 
istration will continue to be under the 
influence of governmental edict. Unless 
this happens the cost of living will in- 
crease while the level of living will de- 
cline. 

Organized labor has no intention of 
giving up one single gain that it has en- 
joyed as a result of the war. While in- 
dustrial peace has to a large extent been 
made possible by the wage stabilization 
of the Federal Government and the no- 
strike pledge of labor, there is little evi- 
dence that either management or labor 
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has learned very much from the coopera- 
tive efforts at control which were demo- 
cratically instrumented through the War 
Labor Board. Management has not yet 
accepted the reality fact that it will have 
to deal with organized labor from now 
on. Cases where management has volun- 
tarily recognized the principle of union 
security stand out in bold relief as bril- 
liant exceptions of the general rule. Man- 
agement as a whole is still hostile to 
labor organizations, and labor leaders 
know it. It makes logical sense to assume 
that labor will continue to support that 
federal authority and that political party 
which pledges itself to give an AA1 pri- 
ority to the rights and needs of the labor- 
ing man. Any other thinking about this 
matter is purely wishful and has no basis 
in fact. 

There is also little evidence that organ- 
ized labor has learned very much from 
this enforced cooperation. Real states- 
manship of a high order has not yet ap- 
peared in labor’s ranks. In spite of the 
theoretical democracy of labor brother- 
hood most unions are still run in a dic- 
tatorial manner by men in power. There 
is every reason to believe that freed from 
the restrictions of a no-strike promise 
and faced with the threat of loss of the 
high wages and improved working con- 
ditions which have been made possible 
by the war, organized labor would use its 
tremendous power to establish insofar as 
it could a political control of government 
which would guarantee full protection to 
what it conceives to be the interests and 
tights of its constituency. 

It seems certain that national security 
will be extended to the population as a 
whole after the war is over, and it will 
include many new forms of security other 
than old age dependency. The costs for 
this greatly expanded program will ac- 
tually be borne by business and industry, 
working in joint participation with the 
individual worker. 

If the history of the development of 
social legislation in other countries, such 
as Sweden, Norway, Denmark, and Eng- 
land, is any indication of what will hap- 
pen here, we may expect the following 
types of addition or elaboration of our 
existing social security pattern. Greatly 
extended unemployment compensation, 
guaranteed termination insurance, in- 
creased old age benefits, pensions for 
widows and orphans, and a vast program 
of health service. In addition it seems 
likely that the Federal Government will 
undertake a long time program of supple- 
mental education which may ultimately 
supersede in its importance everything 
that we now have in privately endowed 
and state supported education. 

Without doubt the majority of my 
teadets have either been infuriated or 
profoundly depressed by what has been 
said in this paper. There are those who 


Would rather die than live to see these 
things come true. There are others who 
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will reluctantly accept the facts and the 
conclusions drawn from them, but will 
solemnly resolve to expend their utmost 
personal effort to keep them from hap- 
pening. A few persons may view with 
sympathy the developments which have 
been outlined and be willing to greet 
the unseen but predictable future with a 
cheer. Some short sighted individuals 
are naive enough to believe that if we 
can only have a change in administration 
the developments in the regulation of our 
economy by the federal government will 
cease, that much of the existing legisla- 
tion will be written off the federal books, 
and there will be a return to the econom- 
ics of laissez faire and to a system of rela- 
tively unregulated free enterprise. This, 
too, is wishful thinking. In nearly fifty 
years this has not happened once. It is 
not likely to happen when this war is 
over, or when another change in political 
administration occurs. 

What may happen and what should 
happen is this. Governmental controls 
which are actually necessary in so com- 
plex an economy as ours can be inter- 
preted by the people through their elec- 
tive representatives as means to ends 
rather than as ends in themselves. Fur- 
thermore these nation wide economic and 
social controls can be so protected by the 
processes of the law as to guarantee that 
they can never be used by a patty in 
power for political purposes. Finally the 
administration of these controls can be 
kept democratic, that is in the hands of 
the people themselves on the one hand 
and free of political spoilage on the 
other. 

We can look upon them, if we choose 
to do so, as a magnificent framework of 
social and economic origin within which 
there can be ordered freedom for all in 
direct proportion to the extent that re- 
sponsibility is accepted. Few, if any, of 
the social ideals which have motivated 
the development of this complex network 
of federal legislation are questioned by 
right thinking, socially minded citizens. 
The ends which are sought are legitimate 
and justified. 


OBJECTIVES PERVERTED 


What has happened and what is hap- 
pening is that high social objectives in 
their legislative instrumentation and gov- 
ernmental administration have been per- 
verted to unworthy ends. Controls which 
were to function for the good of all have 
resulted in too many cases in special 
privileges without a commensurate re- 
sponsibility or sacrifice. It should be our 
task as enlightened business and indus- 
trial executives to dedicate ourselves not 
to the abolition of these ideals of a good 
society, but to the correction of those con- 
ditions which threaten not only to frus- 
trate the realization of our purposes, but 
to destroy so many other essential goods 
at the same time. 
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We cannot go backward. All that has 
so far happened is prologue. The play 
is now about to begin. We are the char- 
acters on the stage. We have the intelli- 
gence, the imagination, and the devotion 
to play our part well in the faith that we 
may so interpret and direct the plot that 
at the end, no matter how many years 
away it may be, it shall be said of us that 
we lived and played our part with far 
sighted intelligence and the happy end- 
ing which our children’s children shall 
enjoy was made possible by the skill with 
which we unraveled and clarified the 
twisted and distorted plot. 


_ Industrial Controls, Plus Military Force, 


Seen as “Aggressor” Curbs 


Most of the economic plans that have been 
suggested to insure the world against future 
German and Japanese aggression are inadequate 
and impracticable, but certain industrial con- 
trols, if backed by joint military force of the 
United Nations and their associates, may be ef- 
fectual. 

Such is the conclusion of a study, The Con- 
trol of Germany and Japan, made public to- 
day by the Brookings Institution. Its authors 
are Dr. Harold G. Moulton, president of the 
Institution, and Dr. Louis Marlio, French econ- 
omist and industrialist. The study also con- 
cludes that political boundary readjustments, or 
outright dismemberment in the case of Ger- 
many, are likely to be as ineffectual as most of 
the economic controls which are examined. 

The study is concerned solely with the pre- 
vention of aggression by each of the two present 
enemy countries. The control of these coun- 
tries is regarded as the first essential in the de- 
velopment of any general world peace system. 
Inasmuch as current discussions of peace en- 
forcement usually center on economic control 
devices, these possibilities are explored exten- 
sively. 

It is out of the question to destroy the in- 
dustrialism on which war power rests, for 
neither Germany nor Japan could support its 
population as an agricultural nation. An at- 
tempt to block war preparations by a system of 
direct and general economic supervision would 
require a permanent army of foreign controllers 
whose presence would be a source of perpetual 
tension and criticism; it could not fail to be a 
continuous impediment to production and in- 
ternational trade. An indirect and partial con- 
trol system would be quite inadequate. 

The study investigates the possibilities of 
control not only through restriction on the im- 
portation of raw materials, but also through 
direct supervision of key industries, such as oil, 
metals, transportation, and electric power. 
While key industry controls offer somewhat 
greater possibilities, even these would not en- 
sure safety. Moreover, the moment there.was 
revolt against economic restrictions military 
measures would become necessary. 

The military control plan here proposed 
would not require permanent armies of occupa- 
tion or continuous internal policing. With Ger- 
many and Japan once disarmed, and an ade- 
quate system to detect war preparations set up, 
a combined military and naval task force of 
the controlling nations would be sufficient to 
provide effective coercion whenever the occa- 
sion demanded it. 

Nor would this plan entail any loss of 
American sovereignty or the subordination of 
our military forces to an international authority 
charged with’ the task of policing the entire 
world. Its application would be confined to the 
aggressor nations—Germany and Japan. 
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WITHHOLDING CHANGES 
(Continued from page 469) 











last item that I mentioned at the outset, 
relating to the computation of the tax 
by the collectors, there are a number of 
minor items closely related to your job 
of withholding that I should like to 
mention briefly. 

Effective date of withholding under the new 
system—The new withholding is applicable to 
all wages paid on or after January 1, 1945, 
regardless of when such wages were earned. 
This is in contrast with “wages paid for pay- 
roll periods beginning on or after July 1, 
1943” in the Current Tax Payment Act. Here 
again is a device for coordinating the with- 
holding tax and the final liability. If a wage 
is received in 1945, regardless of the begin- 
ning date of the payroll period, the employee 
who is on a cash basis, as most are, will in- 
clude such amount in his final tax return and 
the same amount will be shown by his em- 
ployer on Form W-2. Therefore, it is impor- 
tant that the same withholding rate be applied 
to these payments as the rate at which it is to 
be finally taxed. It is not anticipated that as 
much objection will be raised to this method 
as would have been raised in July 1943, since 
there is not the same degree of difference be- 
tween the new withholding rates and the pres- 
ent rates as was the case between the 5% and 
20% rates at that time. 

Under this rule, all payments made after 
January 1, 1945, as a result of retroactive 
wage adjustments are subject to withholding 
under the new rates. 

Supplementary Wages—The present treatment 
of supplementary wages in respect to aggregat- 
ing them with wages paid for the current pay- 
roll period, or if not paid concurrently, by ag- 
gregating them with the wages of the last 
payroll period, is the same with the important 
exception that the period with which the sup- 
plemental wages are aggregated must be within 
the same calendar year as that in which the 
supplemental wage payments are made. This is 
in line with the theory of conforming the 
withholding tax to the final liability. 

Use of withholding receipts on other than 
the offictal form.—Under present regulations, 
substantially like forms can be printed and 
used in lieu of the prescribed form without ap- 
proval by the Commissioner. This is not the 
case under regulations issued under the 1944 
Act. The reason for this is that the receipts 
may be used as tax returns and more care must 
be exercised to insure that they are adequate 
for that purpose. Therefore, if you are think- 
ing of developing a receipt form more suited 
to your needs than the official form, you should 
send a draft of it to the Commissioner for 
the purpose of obtaining approval before put- 
ting it in use. 

Certain items where there is no change un- 
der the 1944 Act.—I give you now, without 
comment, a number of items in which there is 
no change. If you are particularly interested 
in any of them, just make a note as we go 
along and we can come back to them during 
the question period. 

Requirements and dates for filing quarterly 
returns of tax withheld and payment of tax, 
including payments through depositaries. 

Quarterly adjustments where more or less 
than the correct tax has been withheld. 

Time for furnishing employees with re- 
ceipts. 

Election as to use of table or percentage 
method of computing the tax. 

Rounding of wage payments. 

Definition of wages subject to withholding. 

Special rules in respect to periods of less 
than one week. 

Definition of casual labor. 
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Travelling and other expenses. 

Vacation allowances. 

Dismissal payments. 

Payments in kind. 

Independent contractors. 

Penalty provisions in respect to exemption 
certificates and to employer's liability to with- 
hold and render returns. 

Tax paid by employer on Christmas bonuses. 

Christmas payments by a club to its em- 
ployees. 

Withholding on insurance premiums paid 
by employer. ; 

Back-pay awards. 

Substitute employees. : 

Treatment of value of living quarters fur- 
nished employees. 

Wages earned by employees while outside 
the United States. 


“TAXPAYER'S ADVANTAGE” 


We return now to our fifth major 
item concerning the use of the with- 
holding receipt as a tax return and the 
collector’s job of determining the tax 
on the basis of such receipts. The col- 
lectors’ offices are now making plans 
for this task. You undoubtedly realize 
that it is going to be quite a task. The 
collectors have made a written promise 
on the Form W-2 to compute the tax to 
the taxpayer’s advantage. This means 
in husband-and-wife cases where both 
husband and wife sign the same Form 
W-2 that the tax will be computed both 
jointly and separately and with due re- 
gard to the allocation of dependents as 
between husband and wife. 

To make a clean job, it means that: 
(a) one copy (not both of the copies) 
of the receipts which you give the em- 
ployee must be properly completed in- 
cluding the item which calls for a 
showing of husband-and-wife income 
separately; (b) the designation as to 
who supports the dependents must be 
completed; and (c) one copy of any 
other receipts given to husband or wife 
by other employers for whom they 
worked during the year must be securely 
attached and received as a unit by the 
collector. If all of these things are done 
the collectors will be able to do the job 
as planned without undue delay and ir- 
ritation caused by correspondence with 
the employees. When your employees 
come to you for help in- making out 
their receipts, it will be most helpful if 
these items essential to a clean job be 
called to their attention. 

There is undoubtedly some interest 
in the term “Taxpayer's Advantage.” 
Why is there an advantage? There are 
a number of factors affecting the tax. 


First—So-called wastage of exemption: 
If the husband’s wage is $3,000 and the wife’s 
wage is $400, a joint return is cheaper. than two 
separate returns because each is entitled to 
$500 surtax exemption. If a joint return is 
filed, there is a total effective surtax exemp- 
tion of $1,000; if separate returns are filed, 
the husband gets $500 and the effective exemp- 
tion of the wife is only $400 or a total of $900. 
The same is true in the case of dependents. If 
the husband has a wage of $3,000 and claims 
support for two children making a total of 3 


exemptions aggregating $1,500, and the wife 
has a wage of $800 and claims support for one 
child, making a total of 2 exemptions aggregat- 
ing $1,000, it is cheaper to file a joint return 
and thus avoid a loss of $200 in effective ex. 
emption. 

Second—So-called bracket effect: 
If the husband and wife each receive a wage 
which happens to fall at the bottom of a wage 
bracket on the Supplement T tax table, but when 
added together falls at the top of a bracket, 
then it is cheaper to file jointly. If the reverse 
is true, then it is cheaper to file separately. 

Third—Effect of the surtax: 
In cases where combined incomes reach into 
the second and higher surtax brackets, it may 
be cheaper to file separate returns to keep both 
incomes within the first bracket. 

Fourth—The effect of rounding in Suppe- 
ment T: 
In as much as liabilities in Supplement T are 
rounded to the nearest dollar, there may result 
a slight difference between (a) the sum of two 
separate taxes, and (b) the joint tax, due to 
rounding. 


These factors may appear singly or in 
combination, in which case they may off- 
set each other to some extent. All of 
these things will be taken into consid- 
eration by the collector in computing 
the tax on Form W-2 provided the em- 
ployees furnish all the information re- 
quired on the receipt form which is 
necessary to permit the collector to take 
all of these variables into account. Even 
though the collector computes the tax 
separately because it turns out to be the 
cheaper method, the resulting adjust- 
ment by way of a bill or refund will be 
made to husband and wife, jointly, as 
if it were in fact computed jointly. This 
can happen, however, only in those 
cases where both husband and wife sub- 
mit their receipts physically joined as a 
unit and one signed by both. 


WHAT ABOUT REFUNDS? 


Last March, some 16.5 million peo- 
ple filed returns for the year 1943 
showing a final liability of less than the 
tax that had been prepaid on account of 
withholding, declaration payments, and 
the 1942 tax payments which were 
credited against the 1943 liability un- 
der the Current Tax Payment Act. The 
excess of the prepayments over the final 
liability declared on these returns ran 
close to 600 million dollars. The job 
with which the Bureau was confronted 
was to get the 600 million dollars, plus 
interest, back into the hands of these 
16.5 million people. Obviously, some 
evidence as to the claimed prepayment 
had to be obtained before the refund 
checks could be written. This meant 
assembling with the individual tax re- 
turns, 90 million withholding receipts, 
15 million declaration forms, 28 mil- 
lion 1942 tax statements, and a few 
other odd million miscellaneous papers, 
and the arithmetical checking of the te- 
turns with such documents. Because of 
the movement of employees between 
collection districts and the greater effi- 


(Please turn to page 515) 
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Shucks, Son, you hain’t never seen 
wind till you been in a norther. 
Take the time me and Slim Bartel 
was drivin’ down from Amarillo to 
San Antone in my li’l ole jalopy. 


Warn’t no gas rationin’ then, but 
we run out anyways. Right spang 
in the middle of the prairie, ’thout 
a shack in sight. 


Looked kinda bad to us. But all of 
a sudden it begun to blow. Come 
a-tearin’ straight from the North 
Pole. 


N.W. AYER & SON 


Wa-all, Slim and me jes’ opened 
the car doors and that there wind 
pushed us clean to Big Spring. Had 
the brake on, but goldarn if we 
didn’t git a ticket fer speedin’. 


When the boys in the barracks, 
the back room, or the outer office 
“shoot the breeze” it’s just good 
sport, and facts are the only casu- 
alty. But the wind blows in a dif- 
ferent direction when business 
decisions are to be made! 











Then, facts are the very fabric of 
future plans. And facts, most often, 
are woven of sound figures. Because 
these figures must be accurate, eco- 
nomical, and on-the-dot, it’s easy 
to understand why Management 
relies on Comptometer adding- 
calculating machines and modern 
Comptometer methods. 


The Comptometer, made only by 
Felt & Tarrant Manufacturing 
Company, 1734 N. Paulina Street, 
Chicago 22, Ill., is sold exclusively 
by the Comptometer Company. 
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Institute's Annual Meeting Registe 





By Paul Haase 


New heights in modern controllership 
were achieved, and new horizons revealed, 
at the Thirteenth Annual Meeting of The 
Controllers Institute of America in Chi- 
cago, at the Hotel Stevens, on October 2, 
3, 4, 1944, when a representative cross- 
section of American business, industry and 
finance was brought together to consider 
the war and postwar problems and pol- 
icies which this nation is facing and will 
face after V-Day. 

Among many highlights during the 
three-day deliberations was the election 
of Mr. Edwin W. Burbott, controller and 
director of A. B. Dick Company, to the 
presidency of The Institute. Mr. Burbott’s 
acceptance address, presented at the An- 
nual Banquet on Tuesday, October 3, and 
published in full in the October, 1944, 
issue of THE CONTROLLER, sounded a 
keynote of solemn, wholehearted dedica- 
tion to the advancement of controllership 
as a philosophy for “the advancement of 
those interests of mankind, of country, of 
ptivate enterprise, and of itself, which 
find expression in a sound, balanced and 
stable economy.” 

That keynote was supplemented later 
the same evening in the address by Mr. 
Eric A. Johnston, president of the Cham- 
ber of Commerce of the United States, 
who closed an inspiring message with 
these words: 

“Ring out defeatism, ring out philoso- 
phies of maturity, satiety, and senility! 
Ring in faith and self-confidence! Amer- 
ica and defeat cannot be made to rhyme.” 

The Annual meeting hed opened off- 
cially on Monday morning, following with 
a general session whose theme was ‘‘Past is 
Prologue.” Speakers on this program in- 
cluded Mr. Clinton Davidson, president of 
Management Planning, Inc., Jersey City, 
New Jersey, and Dr. Harley L. Lutz, con- 
sulting economist, Tax Foundation, New 
York, and professor of public finance, 
Princeton University. 


TAXES vs. EMPLOYMENT 


In his address, entitled ‘Pictures of 
Prosperity Producers,’ Mr. Davidson 
brought out that to provide a postwar in- 
crease in factory jobs at high level wages, 
more capital, particularly risk capital, will 
be needed. 

“Will this risk capital be provided 
after the war? Not at present tax rates. 
Everybody is talking about reconverting 
business after the war. I should like to 
say here that we cannot have high-level 


employment after the war unless we re- 
convert our taxes. Today’s double taxes 
on corporate earnings properly “take the 
profits out of war.” If they are allowed to 
stay unchanged they will take the pros- 
perity out of peace!” 

‘Analyzing our financial past, Dr. Lutz 
stated that a fundamental and sinister 
change has occurred in tax theory—a 
shift from the historic principle of taxa- 
tion for revenue to taxation as an in- 
strument of social policy. 

“Our postwar planning calls for a re- 





Past President Naylor 
Expresses Thanks 


| To all those who participated so 


graciously and so efficiently in the 
| handling of The Institute’s Thir- 
teenth Annual Meeting in Chi- 
cago on October 2, 3, 4, 1944, | 
wish to extend my appreciation 
both as a member of The Institute 
and as immediate past president. 

The Annual Meeting in Chicago 
was a fitting climax to a most ac- 
tive year in the further develop- 
ment and progress of our organiza- 
tion, a real contribution toward 
advancing our Institute’s ideals 
and practical worth. 

From members in every part of 
the country many expressions of 
“well done” have come to my at- 
tention, both verbally and in writ- 
ing. The Institute and each of its 
individual members can take deep 
pride in the splendid sessions 
which were conducted in Chicago. 

—John C. Naylor 


Vice-President and Controller 
Pet Milk Company, St. Louis 











vival of private enterprise. People want 
real jobs not leaf raking. They want 
wages, not a government dole. It is clear 
that these purposes cannot be achieved 
without a drastic change in tax policy. 
Either the equalitarian tax policy or the 
plans for large scale private enterprise 
must go into the ashcan.” 

The general session had been preceded 
on Monday morning with the Annual 
Business Meeting for members of The 
Institute, at which many organization mat- 
ters were discussed prior to an address 
by retiring President John C. Naylor, vice- 
president and controller, Pet Milk Com- 
pany, St. Louis, the full text of which 
appeared in the October issue of THE 
CONTROLLER. 


At the luncheon session on Monday, 
the spesker was Mr. William B. Benton, 
vice-chairman, Committee for Economic 
Development, vice-president, University 
of Chicago, and chairman of the board 
of “Encyclopaedia Britannica,” who de- 
clared, in the course of an address on “A 
Liberal Education for Business,” that ‘the 
controller of the future will be far more 
thon consetver, a policeman and a watch- 
dog. He will work closely and aggres- 
sively with top management, bringing his 
experience and his special skill to bear 
on proposals for change and expansion. 
Thus he becomes a full partner, in policy 
formation. It is he who has the training 
to help estimate the risks, to distinguish 
between risks and gambles and to plump 
for the calculated risk which, when it 
wins out, wins all. And the more liberal 
his education, the better informed he is 
on political and economic issues, the more 
effective he will be—for himself, for his 
company and for his country.” 

Following the luncheon, the delegates 
convened for the analysis of war contract 
termination problems. One of the out- 
standing papers presented during Mon- 
d-y afternoon was by Mr. Courtney John- 
son, assistant to the chairman of the 
board, The Studebaker Corporation. In 
this paper, he discussed predetermination 
of certain factors involved in the final 
settlement of terminated war contracts, 
pointing out that “‘predetermination may 
be a means by which the unemployment 
period may be shortened and the indus- 
trial economy of the country stabilized 
more quickly after victory.” 

A second speaker on the Monday after- 
noon program was Mr. George D. Bailey, 
resident partner of Ernst & Ernst, Detroit, 
and vice-president, American Institute of 
Accountants, whose address on ““Termina- 
tion Problems” preceded the presentation 
of a dramatized case study entitled “A 
Termination Settlement,” by Colonel 
R. C. Downie, district chief, Pittsburgh 
Ordnance District, Army Service Forces, 
and Mr. Robert J. Calvert, assistant con- 
troller, National Supply Company, Pitts- 
burgh. 


RECONVERSION POLICIES 


A Get-Acquainted Reception and Din- 
ner provided a “change of pace” on Mon- 
day evening prior to the heavy delibera- 
tions of the following day, which opened 
with a morning session devoted to Post- 
war Reconversion Policies, at which Mr. 
Walter Couper, Industrial Relations Coun- 
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selors, Inc., New York; Mr. George 
Romney, general manager, Automotive 
Council for War Production, Detroit; and 
Mr. Fred R. Atcheson, acting deputy di- 
rector in charge of operations, Procure- 
ment Division, Treasury Department, 
Washington, D. C., were the speakers. 

Mr. Couper told the assemblage that re- 
employment of veterans is a serious prob- 
lem and that “controllers, both as key 
officers of corporations and as herds of 
their own departments, can help by fos- 
tering company planning for the postwar 
period and by cooperating with their per- 
sonnel departments in seeing that broad 
company plans about products and mar- 
kets and capital requirements are trans- 
lated into forecasts of personnel needs— 
with clear-cut policies and procedures for 
the reemployment of veterans.” 

A challenging analysis of reconversion 
problems, with the subtitle “Idle Talk 
Means Idle Men,” was then provided by 
Mr. Romney, who in the course of his 
remarks said: 

“That we are better prepared for re- 
conversion than we were before the end 
of the last war will be cold comfort to 
the millions out of work two or three 
months longer than necessary because of 
Washington’s or industry's failure to act. 
We will have a major home-front prob- 
lem if we have a nation partially em- 
ployed in beating the Japs and partially 
unemployed and walking the streets 
through failure of government and in- 
dustry to plan and act intelligently.” 


SuRPLuUS DISPOSAL 


The much discussed Surplus Consumer 
Goods Disposal Program provided the 
third facet of the morning’s considera- 
tions. Speaking on this subject, Mr. Fred 
R. Atcheson pointed out that it seems 
indisputable ‘that disposal policies and 
methods can have profound effects on the 
national economy later. The time will 
undoubtedly arrive when the effects of 
disposal policies on reconversion, em- 
ployment, international cooperation and 
economic conditions in general can be so 
great that decisions involving these poli- 
cies will call for the very best in clear 
and unprejudiced thinking. Problems of 
this sort are sobering in their implications. 
Those charged with answering them as- 
sume a tremendous responsibility.” 

At the Tuesday luncheon, Mr. John T. 
Flynn, economic analyst and author, in 
charting possible future paths that the 
United States may follow in the postwar 
world, declared that “the struggle with 


national debt was the curse of every coun- 
try in continental Europe for fifty years 
before fascism came along. The present 
administration has now finally brought 
America into the same condition which 
bedevilled and destroyed every European 
country and brought a whole crew of big 
and little Hitlers to nearly every nation 
in Europe. 

“Unless the American people have the 
vision to see and understand how their 
political system and their economic sys- 
tem is being destroyed, and have the 





Proceedings of Annual 


Meeting Published 


The complete proceedings of the 
Thirteenth Annual Meeting of The 
Controllers Institute of America 
have been issued as early as possi- 
ble in printed form and sent with- 
out charge to each member of 
The Institute. Non-members— 
and members desiring additional 
copies—may order them at 50 
cents each, $2.00 for the series of 
five booklets. Titles in the series 
are: 


“Contract Termination and In- 
dustry Reconversion.” 


“Federal Taxation: Today and 
Tomorrow.” 


“Current Considerations for 


Controllers.” 

“The Controller and the Post- 
war Economy.” 

“Labor Relations and Social Se- 
curity.” 











courage to drive out of power those who 
are doing it, they must make up their 
minds to face a generation of frustration 
and disorder and crisis.” 


SPECIAL CONFERENCES 


A series of thirteen Industry Confer- 
ences were fertures of the Tuesday after- 
noon program, covering the following 
fields: 

Automobiles and Aircraft—Chairman: 
Mr. A. I. Hawkins, treasurer, The 
Timken-Detroit Axle Company, Detroit; 

Banking and Investment—Chairman: 
Mr. F. B. DeMayo, comptroller, Ameri- 
can Business Credit Corporation, New 
York; 


Chemicals—Chairman: Mr. George W. 
Schwarz, controller, Wyandotte Chemicals 
Corporation, Wyandotte, Michigan; 

Foods and Allied Products—Chairman: 
Mr. L. E. Felton, treasurer, Minnesota 
Valley Canning Company, Le Sueur, Min- 
nesota ; 

Insurance—Chairman: Mr. Louis R. 
Menagh, Jr., comptroller, The Prudential 
Insurance Company of America, Newark, 
New Jersey; 

Iron and Steel—Chairman: Mr. Wal- 
ter H. Dupka, controller, Jones & Laugh- 
lin Steel Corporation, Pittsburgh; 

Machine Tools and Heavy Machinery 
—Chairman; Mr. E. E. McConnell, con- 
troller, Norton Company, Worcester, 
Massachusetts ; 

Petroleum—Chairman: Mr. William L. 
Naylor, assistant controller, Gulf Oil 
Corporation, Pittsburgh; 

Public Utilities—Chairman: Mr. Vic- 
tor C. Seiter, controller, Citizens Gas & 
Coke Utility, Indianapolis; 

Publishers—Paper and Paper Prod- 
ucts—Chairman: Mr. E. W. Weston, sec- 
retary-controller, The Weston Paper & 
Manufacturing Company, Dayton; 

Radio, Electrical, Allied Lines—Chair- 
man: Mr. D. H. Schultz, treasurer, Leeds 
& Northrup Company, Philadelphia; 

Textiles—Chairman: Mr. E: V. Bat- 
teurs, controller, Industrial Rayon Corpo- 
ration, Cleveland; 

Trans portation—Chairman: Mr. J. J. 
Anzalone, assistant to the president, The 
Chesapeske and Ohio Railway Company, 
Cleveland. 


Another Conference, featuring two sub- 
jects of current importance was likewise 
held on Tuesday afternoon under the 
chairmanship of Mr. Stanley W. Duhig, 
national director of The Institute and vice- 
president and treasurer of Shell Union 
Oil Corporation, New York. 

“Present Trends in Social Security and 
Unemployment Insurance” was the topic 
considered by Mr. Clarence A. Jackson, 
executive vice-president, Indiana State 
Chamber of Commerce, Indianapolis at 
this meeting. He was followed by Pro- 
fessor W. A. Paton of the University of 
Michigan, who developed a_ pertinent 
analysis of “Modern Reports to Stock- 
holders.” 


FEDERAL TAXATION 


The final day of the Annual Meeting 
was devoted exclusively to Taxation and 
Internal Revenue considerations. On 
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The way to 


FASTER 


and BETTER 
Office Work 


Only the most efficient tools can be 
used in the war effort. This is just as 
true in the office as in the shop. For 
office and shop paper work, quality 
papers are the “tools” that produce 
better results faster. 


Every day, all over America, Parsons 
Papers are stepping up production. 
Faster and better paper work is being 
turned out because these quality 
papers increase clerical efficiency. 
Their cotton fiber basis provides a 
faster working surface that types 
clearly, erases cleanly and resists 
handling. 


Write today for Demonstration Folder 
of these superior business papers and 
see how they can be used in your 
business. 


PARSONS PAPER COMPANY 


Holyoke, Massachusetts 


Farsons Paper 

















Wednesday morning, Mr. Alger B. Chap. 
man, attorney, New York and partner of 
Alvord & Alvord, Washington, D. C,, 
presented “A Reappraisal of Section 722, 
and the Carry-Back Provisions of the In- 
ternal Revenue Law.” He was followed 
by Mr. Walter A. Cooper, partner of 
Peat, Marwick, Mitchell & Company, New 
York, who brought forth many pertinent 
technical points of interest in the course 
of his paper on important recent tax 
rulings and decisions. 

Two of the most discussed postwar 
federal tax plans then came to the fore 
on the program when Mr. Beardsley 
Ruml, treasurer, R. H. Macy and Co,, 
New York and chairman, Federal Reserve 
Bank of New York, in the closing ad- 
dress on Wednesday morning, spoke on 
“Fiscal and Economic Policy,’”’ to be fol- 
lowed at the luncheon session by Mr. 
John L. Connolly, secretary and general 
counsel, Minnesota Mining and Manuv- 
facturing Company, St. Paul, Minnesota. 
Mr. Connolly outlined the ‘Twin Cities 
Plan” for postwar taxation. 


PosTWAR POLICY 


Mr. Ruml emphasized that while 
“measures of fiscal policy can clear the 
way and can facilitate; they cannot pro- 
duce goods and services, they cannot give 
employment. They can create a situation 
in which high employment becomes pos- 
sible as business and industry and com- 
merce find the way. 

“We must succeed at home if we are 
to succeed abroad. Our great contribu- 
tion to world peace and freedom can 
only be made if we are able to use our 
unparalleled advantages in establishing 
here, at home, a high standard of pros- 
perity and democracy.” 

After an able and clear summary of 
the “Twin Cities” proposals, Mr. Con- 
nolly told the delegates that “if we are 
to give to V-day its deserved and true 
meaning, we must make certain that our 
battle front V-day is followed by a home 
front V-day—one which finds us pre- 
pared to inaugurate a just and equitable 
tax policy which will encourage the free 
flow of venture capital into the private 
enterprise system and help provide jobs 
for all Americans who want them.” 

The closing session of the Annual 
Meeting featured a detailed presentation 
by Mr. Norman D. Cann, deputy commis- 
sioner, Bureau of Internal Revenue, 
Washington, D. C., on “Procedures With- 
in the Bureau of Internal Revenue and 
Other Aspects ‘of Bureau Operations of 
Interest.” 

The afternoon program then concluded 
with a question and answer session on 
tax and internal revenue matters, at which 
questions submitted by those in attend- 
ance were answered by the morning and 
afternoon speakers, who served as a panel 
of experts in this feature. 
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Here’s help for you 
on Contract Terminations 


How to plan your internal contract 
termination organization 


What paper work is needed 


How to produce this paper work quickly, com- 
pletely, in keeping with government requirements 





Simple facts about the mechanics of contract windups explained 
clearly in one booklet, ‘“The ABC of Contract Termination” 


Even the apparently complicated, time-taking 
procedures involved in contract terminations 
can be reduced to relatively simple terms. 
You'll find an easy-to-read outline of paper 
work requirements and a sound method for 
meeting them in our new booklet offered here. 


The basis of this method is the use of the 
Mimeograph* duplicator. In addition to its 
other advantages in this application, and they 
are considerable, it has a unique answer to a 





CONMgy 
TERM Apy 









paramount requirement: 
that copies of all paper work be 
clearly legible for a period of years. 
The crisp, black-on-white copy produced on 
the Mimeograph duplicator with Mimeograph 
brand supplies is permanently legible. It will 
not smudge or fade in spite of constant han- 
dling, weather, exposure, oils, and other chem- 
icals common to industrial plants. 


A. B. Dick Company, Chicago. 


<1 SEND FOR YOUR FREE COPY TODAY 


A. B. Dick Company, Dept. Q-1144, 720 W. Jackson Blvd., Chicago 6 
Send me a free copy of your booklet, ““The A B C of Contract Termination.” 


_~Mimeograph OB os cin aw dradnndbasNsccctmimianitiagetnn dmrteaae 
ima duplicator NS i 5s. cuktha<dssiéwd tun un es Peake etait pea 


Chicago, registered in the U. S. Patent Office. 


COPYRIGHT 1944, A. B. DICK COMPANY 
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MARCHANT CALCULATING MACHINE COMPANY * Home Office: Oakland 8, California, U. S. A. 


Sales Agencies and Manufacturer's Service Stations Give Service Everywhere 
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MARCHANT 
CALCULATOR 


© COMPARE the time to perform any 


calculation of your figure work...from 
start of figure-entry to clearance of dials 
ready for next problem. Do not be mis- 
led by “comparisons” that relate only 
to part of a calculation. 


© COMPARE the number of hand-to- 


key movements and amount of hand- 
travel. 


© COMPARE extent of carry-over in 
answer dials, and accuracy of decimal 
point-off of entered amounts and 
answer. 


© COMPARE provisions for re-check 
of entries after answer is complete...a 
safety factor assuring correct calcula- 
tions, always. 


PERFORMANCE IS THE PAY-OFF! 





© COMPARE means for detection and 


correction of improperly set figures, 
during or after their entry. 


© COMPARE simplicity and all-round 


ease of operation. 


© COMPARE cost of upkeep... 
promptness and quality of repair 
service. 


@ And make these comparisons on 
latest models...it is never to your best 
interestto compare an o/d model of one 
make witha new model of some other. 


WPB Order L-54-c does not permit trials 
of new calculators outsideof manufacturers’ 
agency-offices. Get in touch with our near- 
est Agency to be brought up to date on 
“what's new in Marchant calculators.” 







to WPB schedule 


Deliveries according 











Positions Wanted 











Controller 
Assistant to President 

Executive accountant and administrative as- 
sistant connected with large organization de- 
sires change. Thoroughly experienced and 
qualified to direct effectively accounting and 
production control functions and interpret op. 
erating results, Broad experience in industry, 
good academic training and successful record 
in getting things done. Could ably assist pres- 
ident in directing affairs of company. Age 37. 
Would prefer connection with progressive 
medium-sized manufacturing organization. Ad- 
dress Box Number 461, “The Controller,” 
One East Forty-second Street, New York 17, 
New York. 


Controller 


Controller presently employed with moderate 
size company desires connection with manu- 
facturing company, similar capacity. Age 43, 
family, college education, member of Control- 
lers Institute of America. Address Box Num- 
ber 454, “The Controller,” One East Forty- 
second Street, New York 17, N. Y. 


Director of Terminations 


with a background of over fifteen years as 
a Controller and Management Engineer. Mar- 
ried, one child, age 41, an A.B. in Economics 
and a member of The Controllers Institute of 
America. Has been Controller of a medium- 
size manufacturing corporation, Chief of all 
procedures affecting accounting for a very large 
precision manufacturer, and has specialized 
for the past several years in modern cost and 
production control systems and methods. Or- 
ganized the Terminations Department for his 
present company and has directed the prepara- 
tion of claims and negotiated settlements ag- 
gregating several millions to date with both 
the Army and Navy. Wishes a position as Di- 
rector of Terminations or Accounting Execu- 
tive that will lead to a broader postwar future 
as a part of management with a progressive 
company, preferably in the Eastern States or 
New England. Salary requirement under five 
figures. Available in the near future. Address 
Box Number 462, “The Controller,” One East 
Forty-second Street, New York 17, N. Y. 


Financial Facts About Utilities 


Financial statistics of electric and gas utility 
companies in the United States are included in 
a recent publication by C. A. Turner, 208 South 
LaSalle Street, Chicago 4, Illinois. A notice of 
the publication, which was released in Septem- 
ber, states that it contains 442 pages of statistics 
and charts covering 221 operating electric and 
gas companies and concerning a period of six 
years, ending December 31, 1943. Pertinent bal- 
ance sheet and earning statement items are con- 
tained in the book, as well as charts showing the 
distribution of operating revenue and a break- 
down of capitalization. It is reported that one of 
the federal agencies, which formerly published a 
somewhat similar report, will not publish such 
a report this year. 

The publication is priced at $10.00 for the 
first copy, with additional copies available at 
$7.50 each. 


S. A. M. Management Conference 


‘Management in Transition’’ was the 
theme announced for the annual conference 
of The Society for the Advancement of Man- 
agement, scheduled for December 1-2, at the 
Waldorf Astoria, New York. Wage policies, 
management techniques, government con- 
trols, and other current management prob- 
lems were listed for discussion at the sessions. 
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O under the provisions and requirements of the new Surplus Prop- 


O posal Law Reports is an investment in security and peace of 
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NEW YORK 1 CHICAGO 1 
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DISPOSAL LAW 
REPORTS 














































Sune orderly, and effective disposition of war surplus prop- 
_ erty is a problem of vital importance to the business and eco- 
j nomic welfare of the country. 


All manner of products and materials are involyed—food- 
stuffs, land, buildings, textiles, tools, airplanes, lumber, cloth- 
ing—the list is limitless and the quantities and sums involved 
staggering. According to official estimates, the value of surplus 
stocks to be disposed of may reach 112 billion dollars—and all 


erty Act of 1944, detailed, exacting. 


For the information and guidance of everyone concerned with 
the new law, here is a practical, dependable, and comprehensive 
weekly reporter especially designed to help subscribers know ex- 
actly what to do and how and when and why to do it in comply- 
ing with the new Act. Week after week, each issue will report 
every significant turn and twist of unfolding developments un- 
der the law—official regulations, rulings, interpretations, court 
and administrative decisions, and other related pertinent ma- 
terial. 


Truly, for everyone responsible for the correct solution of the 
thousand-and-one problems almost certain to arise with a law of 
such sweeping coverage, affecting so vast an array of products, 
materials, and properties, a subscription to CCH’s Surplus Dis- 


mind. 


COMMERCE) CLEARING; HOUSE; ING,, 
oO 


F TOPICAL LAW REPORTS 


WASHINGTON 4 


EMPIRE STATE BLDG. 214 N. MICHIGAN AVE. MUNSEY BLDG. 
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OUR mail-handling department is the heart of your office. On it de- 


pends the smooth functioning of every part of your organization. Move 
it out of the “‘woodshed.”’ Give it the place of importance it deserves so that 
it will handle both incoming and outgoing mail smoothly and speedily. 














ELIMINATE DELAYED DISTRI- 

BUTION of mail by getting rid of 
antiquated mail-handling facilities. Your 
mailroom will never keep pace with the 
rush of business just ahead unless it is 
geared to handle mail FAST! 








GET RID OF THE 4:30 JAM in your 

mailroom! “Woodshed’’ mail-handling 
methods mean missed trains and planes 
for many a letter that hits your mailroom 
late in the afternoon. Result? Lost business 
and good will. 

















STOP WASTE OF TIME! Your office 

can’t get going on the day’s new busi- 
ness until incoming mail reaches the 
desks of your key men. Delayed distribu- 
tion can waste plenty of time and money 
and slow up your entire office. 





PLAN NOW TO MODERNIZE your 

mailroom—to move it out of the ‘‘wood- 
shed”—with U.S. Postal Meter machines 
and mail-handling systems. Our specialists 
will gladly help you plan your postwar 
mailroom now, without obligation. 


Metered Mail Systems . . . Postal and Parcel Post Scales . . . Letter Openers .. . Envelope 
Sealers ...Multipost Stamp Affixers ... Mailroom Equipment. (Many units available.) 


NTROLS 


OT @) 5 510) - 7-5 BLO)y| 





U.S. POSTAL METER DIVISION 


Branches and Agencies in Principal Cities 


—_— - 


i 
ie : : i d 
Rochester 2, New York 














Past President of the 
Institute Is Honored 


Major J. Calvin Shumberger, vice-president 
and comptroller of the Call-Chronicle Publish- 
ing Company, Allentown, Pennsylvania, and 
president of The Controllers Institute of 
America during 1934-1935, was presented with 
an honorary degree of Doctor of Laws from 
Muhlenberg College at its fall commencement 
on October 29. 

Major Shumberger was selected for the high- 
est honor a collegiate institution can bestow, a 
college spokesman said, not only because of 
his nationally recognized attainments in the 
field of business, but because of his faithful 
services to the community as one of the pub- 
lishers of the Call-Chronicle Newspapers, as 
president of the Lehigh Valley Broadcasting 
Company, and as a leader of a great church. 
He has been identified with the newspapers of 
Allentown since 1912 and served as control- 
ler of The Morning Call before he became a 
partner in 1934. Since 1935 he has been vice- 
president and comptroller of The Morning Call 
and Evening Chronicle. 

Educated in the public schools of Cumber- 
land County, Major Shumberger travelled nine 
miles daily to complete his early training as an 
accountant at the Keystone Business College in 
Harrisburg. Later he became a member of the 
faculty of the school and subsequently organ- 
ized the Lebanon Business College, the School 
of Commerce at Harrisburg, and the Carlisle 
Commercial College. 

In 1902 Major Shumberger disposed of his 
schools and turned his attention to the field of 
public accounting, establishing the then new 
double entry system of bookkeeping for many 
important firms. The late General Harry C. 
Trexler, who recognized Major Shumberger’s 
ability as an accountant through his association 
with the National Guard, invited him to Al- 
lentown in 1917 as general accountant for the 
Lehigh Portland Cement Company, later to be- 
come the largest cement manufacturing con- 
cern in the world. He continued as controller 
of the cement company until 1937 when he 
resigned. In that capacity he developed all cost 
and accounting systems used by the company. 

Recognized as an authority on taxation an 
fiscal problems, he was elected president of the 
Controllers Institute of America in 1934 and 
is still active in that body. 

While active in the field of business educa- 
tion in Harrisburg, Major Shumberger enlisted 
in the Pennsylvania National Guard, serving 
from June 9, 1897 until April 2, 1917, when 
he received his honorable discharge with the 
rank of major. He served as a sergeant majot 
on the staffs of four governors and handled 
the books and records of the entire National 
Guard. When the State troops were inducted 
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Send for these FREE helps 


“Payroll Peaks'’—an unusually comprehensive booklet, 
graphically describing the growth through the years 
of payroll peaks—and measures to level them. It dis- 
ide] Maelail oli-1i-m ooh age), 
nd their suitability to va 


s, their comparative 
us accounting needs. 


Withholding Tax Tables-——for establishing withholding 
tax figures as prescribed by the Individual Income Tax 
y 1, 1945. Printed on 
Sokol olgeld ¢-1M lo] ol(-t Mola 


, effective Jan 
ideMtticla @misl-t1-mE-te 
yers who elect not to 


~The growing problem of fast, efficient payroll handling will 


become further complicated on January 1, 1945, when the 
Individual Income Tax Act of 1944 goes into effect. Deter- 
mining employees’ taxes to be withheld from wages will be 


_ more complex than it now is. 


Because tax determination must come first, less time will -be 
left for actual writing of the payroll. A new peak will develop — 
unless measures are taken to prevent it. 


To help you overcome present payroll writing difficulties and 
avoid new ones, Burroughs offers a comprehensive new study, 
“Payroll Peaks,” packed with constructive suggestions. Burroughs 
also offers help in computing employees’ withholding taxes on 
and after January 1, 1945, in the form of government-approved 
withholding tax fables for weekly, bi-weekly, monthly and 
semi-monthly payroll periods. You will get much benefit from 
these latest Burroughs helps. Send for them today. 


_/ }IN MACHINES 

/ [IN COUNSEL - 
: (AN SERVICE 
FIGURING, ACCOUNTING AND STATISTICA 
MAINTENANCE SERVICE » BUSINESS MACHINE SUPPLIES 


WITHHOLDING = ~ 
—=—— TAX TABLE—MONTHLY 
=. 


ny 
WITHHOLDING TAX TABLE—SEMIMONTHLY 
HOLDING TAX TABLE—BIWEEK 
LT 5 = 


d 6 a ar 
WITHHOLDING TAX TABLE—WEEKLY 


Beis elee ele SE 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT 32, MICHIGAN 
CO Send me your new booklet, “Payroll Peaks.” 


C) Send me_____withholding tax tables for ( 
( ) monthly, ( }) semi-monthly periods. 


BET ET (eslees 


) weekly, (9 bi-weekly, 





Name 





Company 
Street City 
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W..: it comes to signing 


checks, the speediest hands in 
the world cannot approach the 
pace—as high as 3000 forgery- 
defying signatures per hour— 
of a Todd check signing 
machine. 

Swift, efficient, safe —Todd 
Protectograph Check Signers 
offer the busy executive a tre- 
mendous saving of time and 
energy, in addition to the assur- 
ance of safety. The four-color 
signature balks the forger; and 


-but a Todd 
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KER THAN THE EYE— 


P.S.— and no tricks 
about it either. 


the dual lock system, together 
with other Todd features, 
assures full control over dis- 
bursement operations. 

Hand and electric Todd 
Check Signers—as required by 
your needs and budget—are 
now available on priority 
(WPB 1688). 

For further information— 
without obligation on your 
part—send the coupon below. 








THE TODD CO., INC., ROCHESTER 3, N.Y. 
Please let us have the facts about Todd Check 


: Signers and how they speed up operation, save 


COMPANY, INC. 






ROCHESTER 
OFFICES IN All 








“3 executive time, and increase safety and control. 


Company. 





Address__ a oa = : ere 


~C-11-44 











into Federal Service for the Mexican Border 
campaign, he was commissioned as a captain 
and quartermaster and a few days later was 
promoted to the rank of major. 

For the past fourteen years Major Shum. 
berger has been ruling elder of the First Pres. 
byterian Church of Allentown and previously 
served that congregation as superintendent of 
the Sunday school. He has also been active 
in the Pennsylvania State Synod and in 193g 
served as chairman of the Permanent Finance 
Committee of the National Assembly of the 
Presbyterian Church of the United States. 

Major Shumberger has held a number of im- 
portant community posts. He was chairman of 
the Citizens Committee that secured approval 
for the seven million dollar improvement loan 
that made possible the development of the 
city’s fine water system. In 1935 he was chair- 
man of the Allentown Community Chest and 
from 1934 to 1943 was president of the Fam- 
ily Welfare Organization. It was during that 
period that the organization purchased and 
paid for its present home. At present he is 
the chairman of the board of that welfare 
body. 

He is also a member of the board of direc- 
tors of the Allentown National Bank, a trustee 
of Cedar Crest College, chairman of the Allen- 
town State Armory board, and a trustee of the 
Allentown State Hospital. He is a member of 
Pennsylvania’s Commandery of the Military 
Order of Foreign Wars of the United States. 





OBITUARY 











H. Parke Thornton 


His many friends in The Institute were 
shocked to learn of the death, on October 24, 
of Mr. H. Parke Thornton, vice-president and 
controller of The White Motor Company of 
Cleveland, Ohio. Mr. Thornton, 48 years old, 
had long been prominent as an accounting and 
corporate executive and was actively identified 
with the work of The Controllers Institute of 
America during the several years after his 
election to membership in January, 1938. 





He served on The Institute's National Board 
of Directors for the 1939-1942 term and was 4 
vice-president of the organization during 1940- 
1941. He was also chairman of the National 
Committee on Cooperation with the War Pro- 
gram, 1941-1942; a member of the Advisory 
Committee on Government Questionnaires, on 
which he represented The Institute, 1942-1943; 
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LUDEN’S makes 


post-war advantages from 
a war-time necessity 











Eee 





ne 








We nominate Luden’s, 
Inc., as a most inter- 
esting example of a 
company that faced 4 
the facts of huge in- aceon 
creases in volume coupled with an 
acute shortage of office personnel— 
and came up with an answer that 
will always spell E-C-O-N-O-M-Y. 

The answer combines the three 
functions of credit authorizing, ac- 
counts receivable handling and col- 
lection activity in a single smoothly- 
operating system. 









Known as the Kolect- 
A-Matic Simplified 
Unit Invoice Account- 
ing Plan, this system 
enables four girls at 
Luden’s to handle a volume of work 
that would require three times as 
many girls using the old conventional 
method. A further economy—expen- 
sive operating equipment has been 
eliminated. Also ended is the con- 
tinual consumption of high grade 
expensive ledger cards and sheets. 

With Kolect-A-Matic, invoice du- 
plicates for each customer are filed 
in individual “pockets”, each with a 
visible margin showing the customer’s 
name, location, credit data and the 


4 GIRLS NOW DO THE WORK OF 12 





“age” of the oldest outstanding in- 
voice. With this information, this 
filing constitutes posting of charges 
while posting of payments is done 
simply by removing invoices covered 
by each remittance. 

With all necessary credit informa- 
tion available at a glance—current 
status is charted by Graph-A-Matic 
signals—each clerk quickly and effec- 
tively passes on new orders as they 
are received. This data also enables 
routine collection activities to be 
handled with equal speed, economy 
and accuracy, thus allowing the 
credit manager to concentrate on 
matters requiring executive deci- 
sions. 


We'll gladly send you full details and illustrations showing the many 
advantages of this system. Ask our nearest Branch Office. 
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SYSTEMS DIVISION 


REMINGTON RAND 


Buffalo 5, New York 
La 








And I learned 
about women 
from you! 


1 I wasn’t myself today. The boss was yelling at 
me for those new figures. And me with only 
two girls, instead of the five I used to have. 














At lunchtime Miss O?Malley, who 
practically raised me in this business, 
marched me over to the Remington 


Rand office. 


2 Mistakes all over the place! No two 
answers would come out the same. I 
was wild...and the girls were in tears. 









4] To make a sour story sweet, I’ve just 
made out a WPB application for 
one of these Printing Calculators. 
And with Miss O’Malley to spread 
the good word, maybe the girls will 
forgive me. 


4 “Pete, its about time you learned 
some of the facts of calculating life”, 
she said. “Now this machine...” 


@ The girls WILL forgive you, Pete. . . when they learn what’s / 7 
coming. And if the boss finds out, you might very possibly get a! 
promoted. For everybody loves the Printing Calculator: the 
operators, because it’s so simple to operate, so fast. . . the 
boss, because this one machine does all kinds of office 
figuring . . . you, because it backs you up with a per- 
manent printed record of every problem . . . some- 
thing no other calculator can do. 


YOU COULDN'T DO BETTER than follow 
Pete’s example. Why not get in touch with 
Remington Rand today? Call any office, or 
write us at Buffalo 5, N. Y. 


bs 3 
The only PRINTING calculat ith automatic division 
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and at his death, was serving on The Institute's 
National Committee for the Consideration of 
Mutual Problems with the American Institute 
of Accountants. He was also a member of the 
Advisory Council of The Institute. 

In the activities of the Cleveland Control of 
The Institute, Mr. Thornton had long taken an 
important part, serving as president of the 
local Control in 1940-1941, and during the 
past year, as chairman of the important War 
Contract Termination Committee. Expressing 
the sentiments of his fellow members in Cleve. 
land, Mr. J. P. Carpenter, secretary of the 
Cleveland Control, said: 

“He was keenly interested in The Institute 
and gave his time freely. His death is a very 
real loss to us.” 

A native of Cozad, Nebraska, he was gradua- 
ated from Kearney (Nebraska) State Normal 
College and received his B. S. degree from the 
University of Nebraska in 1920. He was as- 
sociated with a public accounting firm in Lin- 
coln, Nebraska, for four years coe joining 
the Chicago firm of Arthur Anderson & Co., 
where he remained 11 years. In 1935, he served 
on the controller's staff of the Firestone Tire & 
Rubber Company in Akron, Ohio, and in Janu- 
ary, 1936, he became assistant controller of The 
White Motor Company. 

Nine months later he was named controller. 
While retaining that position, he was elected 
a vice-president in July, 1942. 

Survivors include his wife, the former Edith 
Mick of Schuyler, Nebraska, his daughter, 
Mary, a Wellesley College student, and his 
mother, Mrs. Ross B. Thornton. 


CHARLES F. ROCHE 


Mr. Charles F. Roche, assistant treasurer of 
E. B. Badger & Sons Company, Boston, with 
which company he had been associated for 32 
years, died on September 21. Mr. Roche, who 
resided in Swampscott, Massachusetts, became 
a member of The Controllers Institute of 
America in June, 1937, and was holder of 
Membership Certificate 872. Mr. Roche is sur- 
vived by his wife; a son, Charles F., Jr., of 
Massapequa, Long Island; a daughter, Mrs. 
Robert W. Carlson of Winchester, Massachu- 
setts; his mother, Mrs. Bridget Roche of Mel- 
rose, Massachusetts; three sisters, Miss Helen 
Roche of Melrose, Mrs. Frank J. Spang of 
Winchester, and Mrs. Kenneth Davis of 
Springfield, Illinois; one brother, John J., of 
Cambridge, and three grandchildren. 


National Product Up 
50 Per Cent., 1939-43 


National product, in constant prices, has ex- 
panded in this country by approximately 50 
per cent. from 1939 to the first half of 1943. 
This conclusion is reached in a report just 
recently made public through the National 
Bureau of Economic Research by Simon Kuz- 
nets, a member of the National Bureau’s re- 
search staff and Professor of Economics and 
Statistics at the University of Pennsylvania. 

This war period is by no means the first 
time, Dr. Kuznets says, in which the United 
States has achieved an expansion of 50 per 
cent. in its national product over a period of 
four years. For example, a percentage gain al- 
most as large was registered from 1933 to 
1937. But comparable earlier expansion started 
from depression lows. In contrast, the present 
wartime gain started in 1939 from a_ level 
somewhat higher than that of the immediately 
preceding cyclical peak in 1937. This increase of 
50 per cent., shown even after current dol- 
lar value measures are appropriately deflated, 
represents, therefore, a notable achievement. 

By the middle of 1943, Dr. Kuznets fe 
ports, the share of the war output in American 
production had risen to approximately 40 per 
cent., as contrasted with only 1 or 2 per cent. 
in 1939. 
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DOES YOUR SAFETY PROGRAM 


AP your employees so/d on your safety 

program? The answer must be “yes” 
before you can count your safety program a 
success. For records show employee care- 
lessness plays a part in 85% of industrial 
accidents! 

Selling safety to your personnel is the most 
important job done by our Safety Engineers 
—a job that can not be accomplished with 
posters, lectures and surveys alone. That is 
why Marsh & MSLennan methods are based 
on gaining cooperation from the men in your 
plant directly responsible for safety. As a 
result, they have been exceptionally success- 
ful in cutting down the frequency and severity 
of accidents on which casualty insurance rates 
are based. 


Really WORK? 


The experience of these Safety Engineers 
is a valuable extra you get when you appoint 
Marsh & M¢Lennan as your insurance broker 
... yet it costs you nothing. Call or “write 
for full information without obligation. 


MARSH «x MELENNAN 


INCORPORATED 
INSURANCE 


Chicago New York 

Boston Detroit San Francisco 
Pittsburgh Minneapolis Los Angeles 
Washington St. Louis Seattle 
Buffalo Cleveland Duluth 
Phoenix Columbus Indianapolis 
Portland cnitehigpiniiiaitiagilie Milwaukee 

London Montreal Vancouver 


Established in 1871 
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E. L. Olrich, Institute Member, Calls for 
Surplus Property Act Revisions 


The Surplus Property Act of 1944, which 
became law in October, should be amended, 
Ernest L. Olrich of the Office of Surplus Prop- 
erty of the Treasury Procurement Division, told 
the Boston Conference on Distribution on Octo- 
ber 16, according to press despatches. 

Mr. Olrich who is on leave of absence from 
the presidency of Munsingwear, Inc., of Min- 
neapolis, is a past vice-president of The Con- 
trollers Institute of America, of which he has 
been a member since May, 1934, being holder 
of its Membership Certificate number 314. 

“I believe that the act, unless amended, may 


interfere seriously with the disposal of surplus 
property for the maximum benefit of the nation 
as a whole,” he declared. 

“The objectives of the act are 20 in number. 
In such a long list it is not surprising to find 
contradiction. 

The act, he said, provides special oppor- 
tunities for various groups acquiring govern- 
ment surpluses. “‘It is difficult to reconcile these 
special opportunities for these groups with the 
welfare of the country as a whole and with 
several objectives of the act,” he declared. 

“If, in catering to the needs of these groups, 








Putting Chaos Out 


is sumply a matter of 
bringing Order In! 


There are nuggets in salesmen’s 
reports...ore in production records... 
rich pay dirt in personnel files. Every 
business has a bonanza of facts... 
plenty of raw material for any report or 
analysis management needs. Trouble 
is, data is confused, chaotic. . . needs 
arrangement, order. McBee Keysort 
supplies it! Segregates, classifies all 











pertinent facts through fast, efficient 
sorting. Increases accuracy, eliminates 
unnecessary effort, does away with 
danger of misposting. Usable by ordi- 
nary office people... custom designed 
to fit your particular problems... 
proved in thousands ofinstallations, in 
all kinds of businesses. Maybe a McBee 
man can help you! Call any office! 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y... Offices in principal cities 











the economy as a whole is disturbed, these 
groups themselves may be hurt more than they 
are helped. 

“Several objectives of the act call for dis. 
posal policies which will maintain and ep. 
courage private industry and individual initja. 
tive. The opportunities extended to the special 
groups interfere with the attainment of these 
objectives. A very great deterrant to a con- 
fident private enterprise would be the holding 
by government of large quantities of commodj- 
ties, which so long as they are held, are a 
weight hanging over the market. Yet the act 
provides for the holding of large stocks of 
commodities and by its provisions retards the 
disposal of others. 

Mr. Olrich, it was reported, pointed out that 
if hundreds of thousands of small businesses 
were financed by the Smaller War Plants Corp,, 
large buyers of goods probably would lose their 
market and their dealer organizations be upset, 

He urged that disposal of surplus goods be 
placed in the hands of men experienced in 
marketing goods. 

He also said that President Roosevelt signed 
the act reluctantly because he had ‘“‘considera- 
ble doubt whether many provisions of the bill 
will not make extremely difficult the accom- 
plishment of its objectives. 


Postwar Tax Reserves 
Provided by Law 


The effort of business to secure postwar tax 
reserves has caused it to neglect, ‘in a great 
many instances,” its review of existing op- 
portunities within the law to prepare for the 
postwar period, J. K. Lasser, chairman of the 
New York University Institute on Federal 
Taxation, declared recently. 

In an address before a conference on prob- 
lems of termination and reconversion spon- 
sored by the university’s School of Law. Mr. 
Lasser indicated that much of the criticism 
which has been aimed at the nation’s tax sys- 
tem is because the system is little understood 
by business men. 

“For example,” he explained, ‘“‘much criti- 
cism is leveled because of the failure to ad- 
mit deductions for reserves needed at the war's 
end. A complete examination of business al- 
ternatives suggests that the tax law actually 
encourages the intelligent effort to insure post- 
war security for business and its people.” 

By proper use of the carrybacks of net oper- 
ating losses and unused credits, business, “even 
if it does not understand the mechanics,” can 
absorb a good bit of the costs or losses in the 
postwar period by prior year tax refunds. 

“The Treasury says business can deduct any 
costs directed to patronage that might reason- 
ably be expected in the future,” he said. 

“This advance planning,” he said, “may 
cover, for instance, rates or methods for com- 
puting general and administrative expense, fac- 
tory overhead and other indirect expenses of 
the contractor; amounts of, or methods for 
arriving at certain other expenses such as start- 
ing load, engineering and tooling, and methods 
of allocation of indirect expenses. Similarly, 
decisions may be made with respect to property 
which is likely to become termination inven- 
tory.” : 

Paul Fitzpatrick, administrative vice-presi- 
dent of the American Arbitration Association, 
stated that the War, Navy and Treasury De- 
partments will authorize arbitration clauses to 
be included in their future contracts. 

Lieut. Col. H. H. Rose, of the Office of 
Contract Settlement, said that attempts are 
being made to determine how broadly the 
joint Army-Navy termination procedures can 
be applied to other agencies. 
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Condensed Statement of Condition as at close of business 
September 30, 1944 











RESOURCES 
Cash and Due from Banks . . . . .$350,131,857.65 
U. S. Government Securities . . . 1,055,287,529.03 
U. S. Government Insured F. H. A. 

Mortgages. rae 5,516,762.31 
State and Municipal ane om ~ . « . 24,476,843.85 
Stock of Federal Reserve Bank . . . 2,220,300.00 
Other Securities . . .  21,289,587.86 
Loans, Bills Pischined = ‘Rekew’? 

Acceptances. . . . . . . . . 325,786,932.52 
Mortgages . . ...... ~~. =~. #£413,566,224.51 
Banking Houses . . ~ « «ce 2EB6053067 
Other Real Estate Equities S Pvile eae Be 751,736.76 
Customers’ Liability for Acceptances. 2,491,827.68 
Accrued Interest and Other Resources . 5,503,896.26 

$1,818,884,029.10 
LIABILITIES 


Preferred Stock . . . $ 8,009,920.00 
Common Stock . . . 32,998,440.00 
Surplus. . . . .  33,000,000.00 
Undivided Profits . . 18,345,635.28  92,353,995.28 


Reserves. . Pee orate 7,619,406.52 
Dividend on Cinnions Stock 
(Payable Oct. 2,1944) . . . .. 824,959.50 


Dividend on Preferred Stock 
(Payable Oct. 15,1944)... . . 200,248.00 


Outstanding Acceptances . . .. . 2,532,290.80 
Liability as Endorser on Acceptances 

and Foreign Bills. . . ... . 242,438.28 
Deposits . : oe oo « ws ne ke PRREI@GGe 72 





$1,818,884,029.10 


United States Government securities carried at $208,134,638.03 are pledged to 
secure U. S. Government War Loan Deposits of $180,895,163.79 and other public 
funds and trust deposits, and for other purposes as required or permitted by law. 


Principal Office: 55 Broad Street, New York City 
68 BANKING OFFICES IN GREATER NEW YORK 
European Representative Office: 1, Cornhill, London, E. C. 3 
Member Federal Reserve System 


Member New York Clearing House Associatjon 
Member Federal Deposit Insurance Corporation 


Preferred shares, all of which are held by institutions and other investors, have a par value of $20 and are 
convertible into and have a preference over the Common to the extent of $50 per share and accrued dividends. 





























POSTWAR AIR TRANSPORT | 
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speed) the trip will be accomplished in 
four hours. 

There is nothing of the Buck Rogers 
line of thinking connected with such a 
route, but it does provide us with a down- 
to-earth example of a practical operation. 

While we are not at liberty to discuss 
such things as radar and scanning de- 
vices, we can say that practical, hard- 
headed operating men are convinced that 
at the close of the war, when war-time 
restrictions are lifted, methods of air nav- 
igation will be available which will as- 
sure an operating efficiency factor of 
very close to 100 per cent. 

An airplane capable of performing the 
service just mentioned will cost approxi- 
mately $550,000 per unit. It will cost 
about $320 per hour to operate it. How- 
ever, in that hour it will perform 9,680 
passenger miles. That figure is arrived 
at by multiplying its cruising speed, which 
is 220 miles an hour, by the 44 passenger 
capacity of the aircraft. We cannot, of 
course, expect to operate that ship at the 
100 per cent. load fact represented by 
the 44 passengers. However, it is reason- 
able that the newer. airplanes, incorpo- 
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rating many of the lessons learned in 
war-time, will enable us to provide that 
type of equipment on a passenger fare 
basis of five cents per mile. 

It is likewise reasonable to project far 
enough into the future to see where pas- 
senger fares can be reduced. During 
this war, hundreds of thousands of peo- 
ple have learned about aviation. They 
have learned to accept the airplane as a 
normal and logical agency of transporta- 
tion. With mass understanding, we can 
look to mass acceptance and mass usage. 

Let me give you an example. At the 
present time, one of Western’s routes 
goes from San Diego to Long Beach to 
Burbank to Las Vegas to Salt Lake City. 
An airline must operate its schedules at 
such time as meets public preference. At 
each of these stations we have personnel 
who are connected with the passenger 
service, traffic, sales and operating phases 
of the airline. Our schedules operate 
by day and by night, which requires 24- 
hour coverage. These people could prob- 
ably serve half again as many schedules 
as operate over this route. Hence the 
overhead would be spread over a greater 
number of revenue passengers. It is this 
more efficient utilization of aircraft and 
personnel, resulting in a wider spread of 
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overhead, which can be depended upon 
to lower air fares. 

For years, airline operators have talked 
about the “sleeping giant of air freight.” 
Here is a development which if accom. 
plished can be depended upon to expand 
air transportation many, many times. It 
is air freight which will in the future de- 
velop the greatest ratio of total revenue, 

In the total history of transportation, 
freight has always been the main source 
of revenue, and there is no real reason 
why the same situation should not de- 
velop in air transportation. The catch 
is, how much is it going to cost? The 
aviation trade publications are full of 
predictions wherein air freight is to be 
moved at anywhere from five to ten cents 
a ton mile. While this undoubtedly can 
be brought about, this is another develop- 
ment which will be achieved through 
transition rather than through an abrupt 
rate slash. 

The airplane will undoubtedly affect 
what we eat, where we live and what 
we wear. The movement of perishables 
by air is one example. Western Air 
Lines has done considerable research 
along these lines. We are interested in 
perishables for the reason that we have 
been awarded a route which will tap the 
Imperial Valley at El Centro. There is 
no spot in North America better designed 
for the raising of out-of-season perish- 
ables. There is another reason why 
perishables are receiving the most careful 
scrutiny of everyone connected with the 
study of air freight. From time imme- 
morial, raw materials have moved from 
the West to the highly industrialized 
northeastern section of the United States. 
From the northeast section have returned 
the fabricated products. A study of high- 
value rail express cargoes indicates that it 
is more or less a one way movement from 
East to West. The development of 
perishables as an air cargo would be im- 
portant to take up the plane’s capacity 
on the long back-haul from West to 
East. This development will tax the in- 
genuity of everybody in aviation. Mat- 
ters of interchange of equipment between 
various companies, the necessity of con- 
trolled temperatures en route, and many 
other problems face solution. The im- 
portant result of this kind of industry- 
wide cooperation will be that all of the 
airlines in the United States will be able 
to get together in a cooperative enterprise 
designed to better serve the public. 

During the year 1942 the Post Office 
Dept. realized a profit on air mail of 
several million dollars. On January 1, 
1943 the rates paid the airlines for the 
transportation of the mail was reduced 
by as much as 80 per cent. It can now 
be stated without fear of contradiction 
that the airlines are, as of this date, no 
longer subsidized by the United States 
government. The airline industry at long 
last stands on its own feet, self sufficient 
and confident of the future. 
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Brief Items of Interest to Controllers 











Asks Tax Reform in Bankruptcies 


W. Randolph Montgomery of New York, 
counsel to the National Association of Credit 
Men, in an address at the closing session of the 
conference of the National Association of Ref- 
erees in Bankruptcy, in Toledo on August 22, 
called for reforms with respect to tax claims 
in bankruptcy. 

“As tax rates have increased and new exac- 
tions have been added from year to year by 
Federal State and Municipal Governments,” 
he said, “general creditors have found divi- 
dends available for distribution to them from 
bankrupt estates growing progressively smal- 
ler. 

“An added irritation from the point of view 
of creditors is the frequent laxity of taxing 
officials in asserting and collecting their claims 
before bankruptcy ensues, with the result that 
priority tax claims are filed in bankruptcy rep- 
resenting an accumulation of tax indebtedness 
over a number of years, with interest charges 
added which greatly increase the total amount 
demanded. 

“The fact that tax claims, whether owing to 
the United States or any State, county, district 
or municipality, are not dischargeable, creates, 
in these days of high assessments, a problem 
of grave importance. 

“The situation demands reform, and vari- 
ous remedies have been suggested; the com- 
mittee on bankruptcy and liquidations of the 
American Bar Association, in a report dated 
Aug. 12, has proposed that there should be a 
limitation of one year on the priority granted 
to tax claims, that a tax claimant should be 
prohibited from increasing the amount of its 
claim after the filing of the original claim; and 
that interest on tax claims should not be al- 
lowed beyond the date of filing the petition in 
bankruptcy or for reorganization. 

“Another suggestion is that the Bankruptcy 
Act be amended to provide that no tax claim 
extending beyond a period of one year from 
the date of bankruptcy should be provable un- 
less notice of the tax liability were filed in a 
public office where the information would be 
available for inspection by creditors, thus mak- 
ing available to creditors the status of an un- 
secured claim. 

“It seems clear also that any program of tax 
reform in bankruptcy should include a modi- 
fication of Section 17, to make tax claims dis- 
chargeable.” 


Postwar Credit Requirements 


For a good many years now private credit 
has been at ebb tide. I use the word #ide be- 
cause credit requirements fluctuate profoundly 
over the years. They fluctuate not only with 
the changing volume of business in the ups 
and downs of the business cycle; even more 
they flow and ebb with the longterm move- 
ments of commodity prices and the level of 
costs. 

As everyone knows, the war period has seen 
a great increase in the total national produc- 
tion and hence in the income received by the 
American people. The net national income 
has, in fact, more than doubled—in dollar 
terms—since 1939. This increase is attribu- 
table, first, to an increase in the number of 
workers from about 46 millions to over 62 
millions—counting all those in the armed 
forces as well as those working on war and 
civilian production jobs. It is in part also the 
result of overtime work and pay. Second, it 


is due to the rise in the level of commodity 
prices and wage rates. 

Straight-time wage rates, without overtime, 
have risen roughly 50 per cent. in manufac- 
turing. Overtime pay brings the increase to 
58 per cent. Aggregate wages in manufac- 
turing (taking account of the increased num- 
bers as well as increased rates) have increased 
as much as 94 per cent. Meanwhile, the prices 
of agricultural raw materials used in manu- 
facturing processes have increased as much as 
93 per cent. and food prices by 50 per cent. 

In the years immediately following the war 
there will accordingly be a very great increase 
in the aggregate volume of credit required by 
American business. This generalization ap- 
plies to long-term investment credit and to 
intermediate-term credit. It is true of trade 
credit extended by manufacturers as well as 
of credit extended by banks and other finan- 
cial institutions. The total volume of private 
credit extensions will undoubtedly be much 
larger than in the war period itself, and vastly 
in excess of the amount outstanding in the 
late thirties. 

The volume of private credit after the war 
will be larger than it has been during the war 
for the simple reason that now the govern- 
ment furnishes a substantial proportion. 

The great expansion in credit requirements 
after the war as compared with the late thir- 
ties will primarily be due to (1) a substan- 
tial rise in the level of prices and costs, and 
(2) the expected increase in physical volume 
of production. The rise in the level of prices 
and costs obviously means that the working 
capital requirements for payrolls, raw ma- 
terials, supplies, etc., would be more or less 
proportionately increased. 

The level of wholesale prices up to the 
present has risen approximately 34 per cent. 
as compared with 1939, and retail prices have 
risen roughly 25 per cent. The prices of ag- 
ricultural raw materials have riser’ about 93 
per cent., and wage rates about 50 per cent. 
Taking account of both wholesale and retail 
price advances, the probable continuance of 
government support to farm prices, and the 
power of labor to look out for its own inter- 
ests, we may safely conclude that the level 
of postwar costs is likely to be about one- 
third higher than it was just prior to the war. 
This would mean a roughly proportionate in- 
crease in dollar working capital requirements. 

In 1939-40 we employed roughly 46 mil- 
lion people in this country. We hope, and 
plan, after the war to give employment to at 
least 54 million persons. This would involve 
another 17 per cent. increase in working cap- 
ital requirements—making the total required 
expansion capital roughly 50 per cent. With 
all due allowance for possible increase in op- 
erating efficiency, it would seem that at the 
minimum a 40 per cent. increase in working 
capital will be necessary. 


—From an address by Dr. Harold G. Moul- 
ton, of Brookings Institution, before the 1944 
War Credit Congress of the National Asso- 
ciation of Credit men. 


Office Problems Considered 


The Office Management Conference of the 
American M\ .gement Association was held 
at the Hote: Pennsylvania, New York, on 
October 17-18, with discussions of problems 
connected with office records, employee mo- 
rale, letter-writing, and like matters. 


Insurance Department Functions 


In a survey recently undertaken by the 
American Management Association for the 
purpose of ascertaining the functions carried 
on by the insurance departments of business 
organizations, fifteen companies were inter. 
viewed, each in a different line of activity, 
The resulting cross-section covered by the 
survey furnishes a comprehensive view of 
how insurance departments are operating in 
industry generally. In the main, all insur. 
ance departments carry on these operations: 


1. Buying insurance of every description as 
required, except in some instances where em- 
ployee benefit insurances and marine coverage 
are otherwise provided for. 

2. Checking all policies, endorsements, 
riders, cancellations and reinstatements for 
rates and accuracy of coverage, insurance tech- 
nicalities, and general legal provisions. When 
the stipulations are complex, they are sub- 
mitted to the law department or an attorney 
for approval, alteration or rejection. 

3. Contacting departments, when expedient 
to do so, regarding technicalities of coverage 
needed in order properly to protect the organ- 
ization’s interest. 

4. Handling claims for losses, referring 
them only to a legal department or an attor- 
ney when unable to effect satisfactory settle- 
ments with underwriters. 

5. Reviewing leases to provide coverage 
under them or to recommend corrections in 
them when proposed terms may vitiate the 
rates on the premises already in use by the 
organization or others or on goods or equip- 
ment contained in them. 

6. Checking for coverage and rates all poli- 
cies, endorsements, riders, cancellations and 
reinstatements handled by brokers, if operating 
through them. 

7. Taking active interest in accident pre- 
vention through membership on or direction 
of a safety committee. 

8. Making studies of accident frequency and 
taking steps for the correction of causes of 
accidents. 

9. Promoting safety organizations for edu- 
cating and training employees in safety prac- 
tices. 

10. Studying means of fire prevention and 
arranging for putting them into effect. 

A number of company insurance depart- 
ments carry on additional duties. These in- 
clude the following: 


No. of Companies 


Administering pension plans.......... 3 
Handling accident, health and hospitali- 
MAMIOD -CONCEEMO? <-clbrc sc0 a 56 Coa as e's 3 
Handling group imsurance...........- 8 
DEAS G PERT OSOIE sev kiet a.oic Sisk eres6e'ce 1 
Buying and selling real estate......... 1 
Arranging for hospitalization only... .. 3 
Handling claims on merchandise. ...... 1 
Accounting for local and state taxes.... 1 
Handling social security and unemploy- 
WERE NOMEN cain tgs eh cece nese 1 


Visiting plants for fire and accident pre- 
vention 
Reviewing contractors’ insurance....... 
Taking care of welfare annuity plans... 
Handling retirement plans..........-- 
Handling employee benefit plans....... 
Taking care of life insurance........- 1 
Making special actuarial studies of rates 1 
Advising employees on personal insur- 
ane SFODIEMS. 6 os. aces wer ecw eets 1 
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PROTECTIVE 
ONTRO 


is a stepping stone to Sound Management 





@One key in the auditor's or management's possession permits strict 
control of every transaction recorded on a National Window- 
Posting Machine. This one key controls the locks which guard reset- 
ting of accumulated transaction totals, removal and replace- 

ment of the journal sheet, resetting of the transaction counters and 


the mechanism which prevents manipulation of totals. And Fe mL ek 
seal ¢ 17 i proudly flies the Army-Navy ''E”* 
seaied detector counters expose any unauthorized opening of ee aad i 
the locks ‘unceasing excellence’ in the 
kee , production of precision instru- 
National Accounting-Bookkeeping Machines may be secured ments and other wor materiel. 


through priorities. 


CASH REGISTERS * ADDING MACHINES * ACCOUNTING MACHINES 
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| Reviews of Recent Publications 





A Practical, Up-to-Date Book 


CORPORATION ACCOUNTING (Revised 
Edition). By William T. Sunley and William 
J. Carter. Published by The Ronald Press Com- 
pany, New York. $5.00. 


This is the first revision of a book written 
by Messrs. Sunley and Pinkerton and published 
in 1931. As its title indicates, the book 
is devoted to accounting problems and pro- 
cedure as well as the related legal considera- 
tions of the corporation. Especially is this true 
with regard to the corporate capital structure, a 
field in which changes and emphasis in corpora- 
tion accounting have concentrated during the 
past decade. 

The frequent quotations and references to 
the research bulletins, reports, releases and reg- 
ulations of the American Institute of Account- 
ants and the Securities and Exchange Commis- 
sion are fully footnoted. Citations of state cor- 
porate law and of court decisions involving cor- 
porations are quite numerous. This should 
make the book very helpful for reference pur- 
poses to the accountant, lawyer or corporate 
executive who wants to run down a specific 
topic or problem. 

Particularly commendable are the chapters 
on affiliates and subsidiaries which treat in an 
understandable manner the usually involved 
problems of consolidated statements, elimina- 
tion of minority interests and intercompany 
transactions and profits, surplus arising from 
consolidation or merger, and the like. 

Noteworthy is the chapter devoted to the 
form and content of financial statement of cor- 
porations. Here the authors describe and illus- 
trate the practices of our larger corporations as 
evidenced by their published periodic reports. 
The authors also present the differing views or 
treatments of various problems on which opin- 
ions are not in accord. 

A series of chapters on surplus covers its 
accounting and legal aspects, such as capital 
impairment, deficits, stock dividends, stock 
split-ups, revaluation of surplus, and the like. 

The practical approach is much in evidence 
throughout the book. Wherever possible, the 
nature of the transaction or problem is exam- 
ined, followed by both an application of the 
particular accounting principles, and specific il- 
lustrations taken from current practice and 
procedure. 

The book is replete with excerpts and illus- 
trations from published reports and statements 
of well-known corporations. 

All the foregoing make this an up-to-date 
book, an excellent addition to any accounting 
library. 

Reviewed by PETER Guy EVANS. 


Reference Series of World War II 


“THE WAR—FOURTH YEAR"—by Edgar 
MacInnis, Associate Professor of History, Uni- 
versity of Toronto. Publishers, Oxford Univer- 
sity Press, 114 Fifth Avenue, New York 11, 
N. Y. 375 pages. $2.50. 

With this volume, for which Viscount 
Wavell provided an introduction, Professor 
McInnis continues his well-known series of 
books on the present War. Previous vol- 
umes are “The War: First Year’’ which tells 
the story from its preliminaries through the 
Battle of Britain. “The War—Second Year,” 
“The War—Third Year” and “The War— 
Fourth Year” end with September of each 
year. 

This series is truly a most remarkable 
reference work on the events of the current 
war. The unbiased and completely accu- 
rate facts provide a comprehensive and ju- 


dicious survey which is invaluable to edi- 
tors, men in the armed services, commen- 
tators, teachers, and all who wish to have 
a year-by-year-record of this war. These are 
annuals which everybody can well have at 
hand. The purchase price of each volume is 
$2.50. 
—Reviewed by HARVEY M. KELLEY. 


The All-Important Eye 


EYE HAZARDS IN INDUSTRY. By Louis 
Resnick. Published by Columbia University 
Press, New York City. 321 pages, including 
appendices, bibliography and index. $3.50. 

Too often books about accident prevention 
take the form of formidable compendiums of 
charts and statistics. This is surely not true of 
“Eye Hazards in Industry.” It is an interesting 
discussion of the subject with statistics and 
pictures simply used to securely nail down 
points as they are made. 

The book is worthwhile reading for top-rank- 
ing executives and safety engineers. Safety com- 
mittees, plant physicians and nurses will find 
this volume just the sort of handbook needed 
in their efforts to eliminate eye hazards and 
conserve visual skills. The section about 
mechanical guards constitutes a manual for sel- 
lers, buyers or dispensers of eye protection 
equipment. 

In the first part of the book, the problem is 
broken down into five sections: Eye Hazards, 
Eye Accidents, Eye Diseases, Defective Vision, 
and First Aid. 

In the Eye Hazard section, the result or con- 
sequences of eye hazards are stated, and ac- 
cident causes are analyzed under Eye Accidents. 
The startling statement is made that 98 per 
cent. of industrial accidents are preventable, 
and a plan is offered to avert the needless 
waste of sight and money. Eye Diseases and 
their causes are summarized in chapter three, 
and the problem of Defective Vision is traced 
against the background of the experiences of 
representative companies in chapter four. 

There are many revealing statements through- 
out the volume. The following from chapter 
four is a good example, and it states the case 
of Defective Vision. The medical director of a 
large manufacturer reports that defective vision 
“runs perhaps as high as 75 per cent. in old 
employees and at least 25 per cent. in new em- 
ployees,” but that Jess than 2 per cent. have 
“uncorrectable” defects. Judging from the ex- 
perience of the concerns mentioned in this 
chapter, the productive capacity of hundreds 
of thousands of workers, if not millions, may 
be improved by the simple correction of visual 
faults. It is the common experience of these 
concerns that the elimination of the tiring and 
irritating symptoms of defective vision im- 
proves the application of a worker’s normal 
skill to the job, and his capacity to stand up 
under the stress and strain of his occupation. 
First Aid, stressing the importance of infection 
prevention, is discussed in chapter five. 

In the second part of the volume, the means 
available for the solution of the problem are set 
forth and it is evident from the manner of his 
approach that the author’s experiences were 
more than professional association with safety 
movements. Mechanical guards, process revi- 
sion, proper lighting, education and informed 
administrative supervision are discussed from 
the viewpoint of the factory, mill, mine or other 
work place. 

The book contains important appendices, is 


_ thoroughly documented, well indexed, and has 


a bibliography which constitutes a reference 
guide to all that has been written on the sub- 
ject. 
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Consistently throughout the volume, the au. 
thor emphasized the monetary costs of acci- 
dents, pointing out that the return on invest. 
ments in eye accident prevention is proportion. 
ately greater than the dividends of the primary 
business of industry itself. His belief was that 
expenditures for accident prevention were not 
expenses but investmens which invariably paid 
high dividends. 

In times like these, however, more than 
monetary values are involved. Eye accidents 
are still taking a terrific toll of our productive 
capacity, and much of our potential visual skill 
is wasted. These considerations make the prac- 
tical suggestions for the conservation of vision 
embodied in this volume timely and particularly 
valuable. 

Reviewed by JosEPH L. CLIFForD. 


A Good Text for Laymen 


WHAT WILL INFLATION AND DEVAL. 
UATION MEAN TO YOU? By Donald G. 
Ferguson, Bion H. Francis, and E. C. Harwood. 
Published by American Institute for Economic 
Research, 54 Dunster Street, Cambridge, Massa- 
chusetts. $1.00. 132 pages. 


This comparatively short book written for 
the layman begins with definitions of money 
and inflation and of the Harwood Index of In- 
flation developed by one of the authors. Then 
follow a history of inflationary periods in this 
country and in Europe and a comparative 
analysis of developments in this country since 
1932. The latter part of the book deals with 
probable effects of recent developments and 
suggestions to the person of average resources 
on hedging against inflation. 

The authors define inflation as “the condi- 
tion arising when purchasing media (currency 
and demand deposits) are made available to the 
public at a faster rate than goods are made 
and brought to market. Inflation therefore 
causes a lack of balance between the purchas- 
ing media made available to and used by the 
public, and the normal value of goods offered 
in the market.” 

The authors compare the inflationary pro- 
gression that began in this country in 1933 to 
the war and postwar inflation in France (1914 
to 1926), in that large government deficits 
were being incurred for reconstruction pur- 
poses and also in that the attitude of the 
public in each of the countries was likewise 
similar. In the United States it was anticipated 
that future recovery and business profits would 
liquidate the mounting total of debt, while 
the French laid their hopes in vast reparation 
payments. The expenditures of the English and 
French national governments in terms of what 
those expenditures would buy in goods, in- 
creased 400 per cent. and 374 per cent. fe- 
spectively from 1913 to 1937, while expendi- 
tures of the U. S. Federal Government in- 
creased 933 per cent. during the same period. 

The authors believe that inflation has def- 
nitely moved up out of the moderate trend 
that prevailed before the war, and that we are 
in a position comparable to that of the last 
quarter of 1917 when inflation was providing 
funds that resulted in a subsequent inflation 
of commodity prices. They write that “we 
are on the verge of, if not already in, the crit- 
ical stage of an inflationary progression, 
but warn that the maximum effects of inflation 
may appear long after the addition of infla- 
tionary purchasing media into the channels of 
trade. : 

That portion of the text concerning hedging 
against inflation is not as carefully prepared 
as the first part of the text. The book is 4 
good text for the layman and an interesting 
reference for the well informed. 

Reviewed by E. F. LYLE, 
City National Bank & Trust Co., 
Kansas City. 
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ACCOUNTANTS’ 
HANDBOOK 


Edited by W. A. PATON, C.P.A.; 90 Contrib- 
uting and Consulting Editors 


VERY financial officer should have this famous 
Handbook of expert practice. For 20 years a stand- 

ard wherever accounts are used; this Third Edition 
reflects, over entire range of commercial and financial ac- 
‘counting, the latest accepted pri:.ciples and proceuure. 
Timed with the greatest call in history upon ac- 
counting. Nothing else like it. 26 big sestions cover 
working methods, records and systems, internal check, 
executive controls, analytical methods, rerorts, Best 
opinion from all an- 
gles—law, finance, 
management. Helps 
develop and exercise 
skill that wins recog- 
nition, advancement. 
Saves time and effort 
in handling any sit- 
uation, everyday or 
emergency. 50-page 
index; 300 illustra- 
tions; 1505 pages; 


flexible 
bieding. $7 00 


Cost ACCOUNTANTS’ 
HANDBOOK 


Edited by THEODORE LANG, C.P.A.; 
74 Contributing and Consulting Editors. 


OR every man who works with costs—an unequaled 

fund of technical information on the whole range 
of cost accounting in manufacturing, united and or- 
ganized for ready use. 

Never before has there been any Handbook like this. 
It answers your problems of better cost methods in any 
plant, of any size. You have at your fingertips the 
principles and techniques by which today’s cost ac- 
countant accomplishes his results; the far-reaching 
trends and developments in cost procedure. 

° This new Cost Ac- 
countants’ Handbook 
gives you the working 
details of successful ap- 
p.ication. In its 25 sec- 
tions are basic plans of 
operation and practice 
of well managed com- 
panies; control prob- 
lems and their solution ; 
variations in technique 
for particular require- 
ments. 553 working 
forms, charts, etc. ; 1482 


; flex- 
ible binding. ® ¢ 00 














Just PRODUCTION 
Out! “ HANDBOOK 
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BANGS; 90 Contributing and Consulting | 
Editors. 


NEW Handbook packed with the production man- | 
agement methods fundamental in the success of | 
outstanding manufacturing concerns. It reflects both 
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| Three Great Handbooks MEMO: Order Now Your Cop y of 
MONTGOMERY'S 


Federal Taxes on 


Corporations 1944-45 


HIS 194445 manual is the corporate exec- 

utive’s answer to the help required this year 
on company taxes. It will assist you with those 
tax questions you already have in mind. It will 
also call your attention to additional questions 
which have developed in administration of the 
law and which you should not overlook. 


Complete in One Manual 

[IX one place for quick reference, Montgomery’s 

Federal Taxes on Corporations offers a sys- 
tematic, beginning-to-end treatment of the struc- 
ture and operation of corporation tax. It brings 
you up-to-date on details of the application of the 
law in its present development, just as you want 
this information for company use. 
| Be helps you determine your company’s tax po- 

sition and strategy, view alternative courses 
and consequences, check your conclusions against 
experience of a nationally known authority, with 
an organization of associates exceptionally well 
qualified in tax practice. 

Packed with currently important facts, down- 
to-earth advice, and valuable interpretations to 
give you leads on specific problems ; guiding prin- 
ciples from thousands of cases, rulings and deci- 
sions ; the overall picture to enable you to see indi- 
vidual corporate tax problems from every angle 
and arrive at best treatment. 


—23d — 
Year of 
Publication 


Two Volumes 
815.00 


Ready Soon—Is Your Order In? 


HOUSANDS of financial offi- 
cers swear by “Montgomery” 
and make it a point to check their 
handling of any tax situation against 


THE RONALD PRESS COMPANY 
15 East 26th Street New York 10, N.Y. 





Please send me the books checked below: 


507 








this authority’s discussion and recom- 
mendations. See for yourself all the 
ways this 1944-45 issue will help you. 
Ready in December—order now. 





the new developments and the latest application of 
long-established principles of effective management. 
Never before has so much information about the 
working details of pro- 
duction procedures and 
techniques been or- 
ganized into such a 
Handbook. It gives the 
factory operating man 
of today or tomorrow 
the Handbook he wants 
on his special prob- 
lems, Usable by any- 
one in manufacturing 
to help achieve results 
in any industry, in 
any type or size of 
Plant. Hundreds of 
Working forms; 1700 


. § flexi 
binding, PTD 


() Federal Taxes on Corporations 1944-45, Montgomery (2 Volumes)... $15.00 
(0 Accountants’ Handbook, Paton, Editor . 

[) Cost Accountants’ Handbook, Lang, Editor 
( Production Handbook, Alford, Bangs, Editors ............... pas 7.50 


! 
{ 
! 
| 
| 
I 
Within five days after I receive the books, I will send-the price plus a few cents’ | 
| 
! 
| 
| 
| 
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postage. Or, if not satisfied, I will return the books to you. (We pay postage if you 
remit with order; same return privilege.) 
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INSTITUTE ACTIVITIES 











Job Evaluation Is Theme of 
Big Meeting in Dallas 


One of the biggest business meetings staged 
in the north-eastern Texas area, to consider the 
important and timely subject of job evaluation, 
is scheduled to be held under the auspices of the 
Dallas Control of The Institute and a number of 
cooperating business organizations, at the Adol- 
phus Hotel in Dallas, on November 16. 

The speaker will be Mr. Samuel L. H. Burk, 
chief job analyst for the Atlantic Refining Com- 
pany of Philadelphia, Pennsylvania. Mr. Burk’s 
address will deal with ‘The Purposes and Needs 
of Job Evaluation Programs Within Industries.” 

Co-sponsors of the meeting are the Dallas 
chapter of the National Office Management As- 
sociation and the Dallas Personnel Club. 

Indications point to a large attendance on the 
part of interested individuals from the nearby 
Oklahoma, Arkansas and Louisiana territory, in 
addition to several delegations from such cities 
as Houston, Fort Worth, Tulsa, and Oklahoma 
City. 

A leader in the development of job evaluation 
courses in eastern colleges and the author of 
numerous articles on the subject, Mr. Burk has 
had many years of experience in the installation 
of job evaluation programs and general studies 
of office and plant methods before joining the 
Atlantic Refining Company. He was on leave of 
absence during parts of 1943 and 1944 from his 
company, to serve the Navy Department as 
manager of industrial relations in one of the 
large eastern plants working on Navy contracts. 


Gavel Presentation Highlights 
Los Angeles Meeting 


A special gavel for use by President Fred H. 
Brown, of the Los Angeles Control, during the 
present year, was presented to him at the Sep- 
tember 21 meeting of the Control in Los Angeles 
by Vice-President Robert E. King. Mr. King, in 
the course of his presentation remarks, added 
that Mr. Brown was to retain the gavel at the 
close of his 1944-45 term as a reminder of his 
service to the Control. 

Another highlight of the occasion was the at- 
tendance at this opening meeting of the Control 
of every one of its past presidents who are now 
members within the Control’s territory. Alto- 
gether, fifty members and seven guests of the 
Control participated. 





PERSONAL ITEMS 








Mr. Hector J. Dowd recently announced his 
resignation as president and director of Cer- 
tain-teed Products Corporation in order to de- 
vote himself to expanding activities of other 
companies in which he is interested. Mr. 
Dowd, a member of The Controllers Insti- 
tute of America since March, 1940, is a 
director of Bendix Home Appliances, Inc., and 
Bendix Helicopter, Inc. 


Mr. Joseph U. Diehl has been elected 
treasurer of Pennsylvania Water & Power 
Company, Baltimore. Mr. Diehl, who was 


elected to membership in The Controllers In- 
stitute of America in October, 1940, has been 
active in the affairs of the Baltimore Control 





Samuel L. H. Burk 


of The Institute. Prior to his election as treas- 
urer, he was chief accountant of the company. 


Mr. C. A. Hill, former secretary and auditor 
of Dravo Corporation, Pittsburgh, has been 
appointed comptroller of that company. Mr. 
Hill was elected to membership in The Insti- 
tute in December, 1936. 


Mr. L. A. Mertz has been elected vice-pres- 
ident of Dravo Corporation, Pittsburgh, re- 
taining, however, his position as treasurer. Mr. 
Mertz holds Membership Certificate Number 
951 in The Institute. 


Mr. Victor A. Davis was recently named 
general manager and treasurer of Graton & 
Knight Company, Worcester, Massachusetts. 
A member of The Institute since June, 1942, 
Mr. Davis formerly held the position of comp- 
troller in the company. 


Mr. Edward A. Clancy, formerly assistant 
comptroller of the New York Central System, 
was recently named comptroller, to succeed 
Mr. Leroy V. Porter, who was named vice- 
president for accounting of the System. Mr. 
Clancy is holder of Membership Certificate 
Number 914 in The Controllers Institute of 
America. 


Mr. Ernest C. Breeding has been named 
controller of the Texas Company, to succeed 
Mr. Ira McFarland, who retires on September 
1. Mr. R. G. Rankin has been elected as- 
sistant controller of the company. Mr. Mc- 
Farland was controller of the company for 31 
years. Mr. Breeding, a member of The In- 
stitute since October, 1943, has been active in 
the affairs of the Houston Control. 


Mr. W. C. Hussey, auditor and credit man- 
ager of Levy Bros. & Adler Rochester, Inc., 
and a director of the Rochester Control of 
The Institute, has been appointed chairman of 
the National Legislative Committee of the Na- 
tional Association of Credit Men. 








Mr. J. C. Anderson has been named comp- 
troller of Standard Oil Company (New Jer. 
sey). Mr. Anderson, holder of Membership 
Certificate 1524 in The Institute by virtue of 
election in November, 1939, had previously 
held the post of assistant comptroller. During 
1942-43, he served as chairman of The Insti. 
tute’s Committee on Social Security Procedure, 

Mr. Leo D. Welch was appointed treasurer 
of the Standard Oil Company (New Jersey), 
effective October 16. He had been serving as 
a vice-president of the National City Bank, 
and succeeded Mr. J. E. Crane, who recently 
was elected a director. 

The retirement of Mr. F. R. Ficken as as- 
sistant comptroller of Socony-Vacuum Ojj 
Company, Inc., as of December 1, 1944, was 
recently announced. Mr. Ficken will retire after 
40 years of service with the company. He has 
been a member of The Controllers Institute 
of America since May, 1934. 

Mr. Clyde A. Warne has recently become 
affiliated with the Todd Shipyards Corpora- 
tion of San Pedro, California. A member of 
The Institute since January, 1936, Mr. Warne 
was formerly with Douglas Aircraft Company, 
Inc., Santa Monica. 

Mr. Eddis Johnson has been named general 
Supervisory accountant of American Machine 
& Metals, Inc. of East Moline, Illinois. Previ- 
ously connected with Kellogg Switchboard & 
Supply Company, of Chicago, Mr. Johnson 
holds Membership Certificate 2300 in The In- 
stitute. 

Mr. Arthur R. Burbett, comptroller of the 
First National Bank of Baltimore, Maryland, 
and a member of The Controllers Institute of 
America since March, 1938, was chosen sec- 
ond vice-president for the 1944-45 term at the 
recent meeting in Cleveland of the National 
Association of Bank Auditors and Comptrol- 
lers. At the same time, Mr. John C. Shea, as- 
sistant vice-president of the Whitney National 
Bank, New Orleans, was named president of 
the organization. 

Mr. W. J. Carroll, formerly controller of 
Sargent & Company, New Haven, has joined 
the executive staff of Airadio Incorporated, 
Stamford, Connecticut. Elected to The Institute 
in October, 1943, Mr. Carroll holds Member- 
ship Certificate 2643. 

Mr. Victor C. Stephens, who was elected to 
membership in The Institute in October, 1943, 
is now affiliated with General Instrument Cor- 
poration of Elizabeth, New Jersey. Mr. Ste- 
phen’s previous connection was with Tung- 
Sol Lamp Works, Inc., Newark. 

Mr. C. E. Packman, controller of Middle 
West Service Company, Chicago, has been 
named Chairman of the Accounting Section 
of the American Gas Association for the com- 
ing year. Mr. Packman is successor in that 
post to Mr. O. H. Ritenour, controller of 
Washington Gas Light Company, Washington, 
D. C. Both men are Institute members, Mr. 
Packman having been elected in 1935, Mr. 
Ritenour in 1939. 

In addition to his membership in The In- 
stitute, of whose Committee on Technical 
Information and Research he is a member, 
Mr. Packman is a member of the Executive 
Committee of the Accounting Section of the 
Edison Electric Institute; Chairman of the 
Committee on Excess Profits Taxation and 
member of the Committee on Depreciation 
of the American Gas Association; former 
member of the faculty and now member of 
the Advisory Board of International Account- 
ants Society, Inc. 














comp- 
r Jer. 
=rship 
ue of 
iously 
uring 
Insti- 
sdure. 
asurer 
ey), 
ng as 
Bank, 
cently 


aS as- 

Oil 
, was 
- after 
e has 
titute 


come 
rpora- 
er of 
Varne 
pany, 


neral 
chine 
Previ- 
rd & 
nnson 
ie In- 


f the 
land, 
ite of 
1 SeC- 
at the 
tional 
ptrol- 
a, as- 
tional 
nt of 


er of 
oined 
rated, 
titute 
nber- 


ed to 


% 


=sn 
ZN ATION 





N 


= NATIONAL 








=== 


‘ 
me 


a 





STEEL HINGE RING BOOKS 
held back until recently 

by the needs of war, are 
again available. Ask 
for series 4800. 
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THE LOOSE LEAF WAY 


1945 will be full of changes. Overnight government 
freezes on certain materials . . . releases on others... 
rapidly expanding civilian production . . . all mean 
quick changes in data of all kinds. The flexibility that 
is exclusively loose leaf will be more needed than 
ever before. 


Keep your records and data up-to-the-minute in 
NATIONAL LOOSE LEAF COVERS. Their quality and 
stamina assure long life and lasting satisfaction. 
You'll find a style and size for every need. 


AT YOUR STATIONER’S 





ATIONAL BLANK BOOK COMPANY 


HOLYOKE, 


CHICAGO 


MASSACHUSETTS 


BOSTON SAN FRANCISCO 
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MEETINGS OF CONTROLS 








ATLANTA 
ANNUAL MEETING REPORT 
The meeting of the Atlanta Control, October 
24, at the Piedmont Hotel, was devoted to a 
report by Mr. Robert R. Pattillo, Retail Credit 
Company, Inc., on the recent Annual Meeting 
of The Institute held in Chicago. 


BALTIMORE 

Topic: INTERNATIONAL RELATIONS 

Dr. R. G. Steinmeyer, of the University of 
Maryland, addressed the members of the Balti- 
more Control of The Institute on the subject 
of “International Relations in the Coming 
Era,” at their meeting on October 11, in the 
Lord Baltimore Hotel. Dr. Steinmeyer is Pro- 
fessor of Political Science at the University. 


BIRMINGHAM 
Topic: FREIGHT RATES 
At the October 11 meeting of the Birmingham 
Control, held in the Tutwiler Hotel, Mr. A. J. 
Ribe, traffic consultant for many Southern ship- 
pers, and an authority on freight rates, pre- 
sented a paper on ‘Southern Freight Rate Dif- 
ferentials.”. Mr. Ribe defended the present 
freight rate structure and devoted a portion of 
his time to the discussion of questions and prob- 
lems presented by those attending. 


BOSTON 
Topic: PRODUCTION CONTROL 


Mr. W. E. Crotsley, director of manufac- 
turing control, International Business Ma- 
chine Corporation, Endicott, New York, pre- 
sented a paper on “Effective Production and 
Manufacturing Control,” at the October 24 
meeting of the Boston Control, at Putnam and 
Thurston’s in Worcester. Besides the regular 
Control members, the following were invited 
to attend the meeting: the Worcester Chapter 
of the National Association of Cost Accountants, 
the Worcester County Association of Credit 
Men, the National Office Management Associa- 
tion, and the Worcester County Metal Trades 
and Employers Association. 


BRIDGEPORT 
Topic: STOCKHOLDER REPORTS 
The Bridgeport Control of The Institute, 
at its meeting held October 10, in the Uni- 
versity Club, heard Mr. Weston Smith, vice- 
president and business editor of ‘‘Financial 
World,” who spoke on “The Controller’s Op- 
portunity in Stockholder Reports.” An_inter- 
esting “question and answer’’ session followed 
Mr. Smith’s address. Mr. Paul Haase, Assist- 
ant Secretary of The Institute, also attended 
the meeting and spoke about The Institute's 

current activities. 


CHATTANOOGA 
Topic: RESUME OF ANNUAL MEET- 
ING 


The members of the Chattanooga Control de- 
voted their meeting of October 11, at the Read 
House, to a resume, by those who attended the 
Annual Meeting of The Institute in Chicago, of 
the topics discussed during the three-day session. 


CHICAGO 
Topic: CONTRACT TERMINATIONS 
Mr. Henry P. Isham, Chief of Purchasing, 


Termination and Renegotiation Policy, Chicago 
Ordnance District, was guest speaker at the 
October 24 meeting of the Chicago Control, at 
the Union League Club. A specialist in the field, 
Mr. Isham chose ‘Contract Termination” for his 
subject. A question and answer session termi- 
nated the meeting. 


CINCINNATI 
Topic: ANNUAL MEETING HIGH- 
LIGHTS 
The Cincinnati Control devoted its October 
10 meeting, at the Netherland Plaza Hotel, 
to a round-table discussion of the most im- 
portant subjects which were covered at the 
Thirteenth Annual Meeting of The Institute 
held recently in Chicago. 


CLEVELAND 
Topic: OVERHEAD CONTROL 
“Regaining and Establishing Overhead Con- 
trol” was the subject of a panel discussion at 
the regular dinner meeting of the Cleveland 
Control of The Institute, which took place 
October 10 in the Cleveland Hotel. Mr. J. W. 
Dixon, The Cleveland Graphite Bronze Com- 
pany, acted as chairman of the panel, the other 
participants being Messrs. Ogden Ashley of 
Cleveland Pneumatic Tool Company, M. E. 
Price of Thompson Products, Inc., E. S. Red- 
dig of The White Motor Company, and E. A. 
Seffing of The Cleveland Tractor Company. 


DALLAS 
Topic: RETURNING VETERANS 


A round-table discussion on ‘‘Fitting the Re- 
turning Veteran into his Old Organization’’ 
was conducted at the regular dinner meeting of 
the Dallas Control, held in the Melrose Hotel, 
October 19. Mr. Donald Turner, chief account- 
ing officer of Pollock Paper and Box Company, 
was the discussion leader. 


DAYTON 
Topic: WAR CONTRACTS 


Major C. B. Mahin of the Readjustment Divi- 
sion, Plans Branch, of Wright Field, discussed 
in detail the War Contract Settlement Act of 
1944, before the members of the Dayton Control, 
at their meeting of October 12, at the Van Cleve 
Hotel. 


DETROIT 
Topic: INSURANCE 
The Detroit Control of The Institute had two 
speakers on the subject “Insurable Risks and the 
Methods of Determining Insurable Values for 
Fire Insurance,” at its October 24 meeting in 
the Hotel Statler. Mr. William Eastwood, dis- 
trict manager, American Appraisal Company, 
and T. B. Murphy, manager of Construction De- 
partment, S. S. Kresge Company, both of whom 
are engineers, proved themselves to be well 
qualified speakers on this subject. 


DISTRICT OF COLUMBIA 
Topic: SALARY STABILIZATION 


“Decisions and Regulations of Wage and 
Salary Stabilization” was the title of the address 
by Mr. Willis L. Russell, a member of the Tax 
Department of the National Cash Register Com- 
pany, Dayton, before the District of Columbia 
Control, October 24, at the Carlton Hotel. Mr. 
Russell had previously served for fifteen years in 
the Bureau of Internal Revenue in Cincinnati, 
= examiner, head of the fraud section, and con- 
eree. 


HARTFORD 
Topic: MANAGEMENT CONTROLS 
The members of the Hartford Control of The 
Intitute heard Dr. Harry A. Hopf give an ad- 
dress on ‘Control Through Sound Manage. 
ment,” at the Hartford Club, on October 12, 


HOUSTON 
Topic: INDUSTRIAL PROSPECTS 
Mr. C. J. Crampton, executive secretary of 
the Houston Chamber of Commerce, addressed 
the members of the Houston Control on “Gulf 
Coast Industrial Prospects,” at their regular 
dinner meeting, October 24, at the Houston 
Club. In addition, the Control's past president, 
Mr. W. W. Bland, McDaniel & Plummer Ip. 
terests, reported on the Thirteenth Annual 
Meeting of The Institute in Chicago. 


INDIANAPOLIS 
Topic: INDUSTRIAL RELATIONS 


“Industrial Relations Now and After the 
War’ was the subject of the address by Mr. A. 
E. Sinclair, personnel director of P. R. Mallory 
and Company, Inc., president of the Indiana 
State Personnel Board and district director of 
Training Within Industry, who was guest 
speaker at the meeting of the Indianapolis 
Control, October 25, in the Lincoln Hotel. 


KANSAS CITY 
Topic: CORPORATE ORGANIZATION 


Mr. J. W. Jolders, personnel director for 
Hall Brothers, Kansas City, presented a paper 
on “Organization for Corporate Management” 
at the regular meeting of the Kansas City 
Control, held October 9 in the University Club. 


LOS ANGELES 
Topic: CONTRACT TERMINATION 


A round-table discussion of contract termi- 
nation problems was the feature of the regular 
dinner meeting of the Los Angeles Control, 
held October 19, in the Hotel Clark. Mr. 
Karl P. Grube, termination manager of Doug- 
las Aircraft Company, Inc., presented a paper 
on “Problems of the Prime Contractor,” and 
Mr. Murray S. Gelber, assistant secretary of 
The Garrett Corporation, spoke on “Problems 
of the Sub-Contractor.”” Mr. Frank L. King, 
executive vice-president of The California 
Bank, acted as chairman. 


LOUISVILLE 

Topic: PREPLANNING OF TERMINA- 

TION 

Colonel J. C. Shouvlin and Major Ley, of 
the Army Service Forces, Cincinnati Ordnance 
District, addressed the members of the Louts- 
ville Control on the subject ‘Policies of the 
War Department on Preplanning of Termina- 
tion,” at their meeting of October 25, held in 
The French Village. 


MILWAUKEE 
Topic: CONTRACT TERMINATION 
The members of the Milwaukee Control 
heard an address by Mr. C. E. Jarchow, newly 
elected national director of The Institute, and 
vice-president and controller of Internationa 
Harvester Company, Chicago, on the subject 
“Latest Contract Termination Procedure,” 4 
the October 10 meeting of the Control, in the 

University Club. 
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The paper shortage threatens to become worse. 
Our government for the good of all is calling 
upon everyone to reduce the use of paper. It’s 
true that paper work of business is heavier than 
ever but there is a practical way for business 
to conserve paper by making each piece of 
paper stretch farther . . . and at the same time 
do it profitably by simplifying office opera- 
tions, to save time, lighten labor, and conserve 
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manpower. 


Multilith Duplicator Model 1250 
Multilith Models from $395 to $3,725: 
Multigraph Models from $150 to $2,035 





She eitage ee: base: 


Multilith Systemat Duplicating 


is an Answer to the Problem of 


Conserving Paper 


HE Systemat is a new development that opens 

up scores of ways of fitting Multilith duplicating 
methods into paper work of all departments of busi- 
ness and industry, to bring about astonishing results 
in time-saving, in elimination of waste of materials 
and motion, and in accelerating operations. A Sys- 
temat is a master sheet that comes to you with con- 
stant information or format preprinted upon it in 


Multilith Systemaf 
Saves Paper By 


1. Reducing Stationery Inventories 
2. Eliminating Obsolescence of Forms 
3. Reducing Needs for Printed Forms 


4. Permitting Consolidation of Several Forms 
Into a Single Form ° 


5. Avoiding Wasteful ‘‘Over-Runs” 
6. Maintaining Legibility 

7. Preventing ‘“‘Copying” Errors 
8. Utilizing Both Sides of Paper 

9. Using most Paper Stocks 

10, Dispensing with Carbon Sheets 


















Multilith. S: 





d Trade-marks of Add h 


reproducing ink. Then variable data—words, char- 
acters, charts, and figures are written or typed in. 
The Systemat master goes onto the Multilith 
machine to produce required facsimiles, each one 
an original, in legible, permanent black-on-white. 


Wherever repetitive operations are part of your 
methods, there is undoubtedly a place for Systemats 
to effect savings. 


Let a Multigraph representative demonstrate how 
Systemats work and show you how they are revolu- 
tionizing paper work routines for purchasing, ac- 
counting, job orders, shipping, etc., etc. Write the 
Research and Methods Dept. of Addressograph- 
Multigraph Corporation—Cleveland 17. Sales agen- 
cies with service and supply departments in prin- 
cipal cities of the world. 


Multi raph 


TAADE-MARK AEE. OS PAT OFF 


SIMPLIFIED BUSINESS METHODS 





h Corporation. 





SO VCH 
FOR 
SO LEPELE 


PAPERS made from 100% 
new, white cotton cuttings 
save critical war materials. 
Yet the finest L. L. Brown 
bond*, instead of ordinary 
papers, adds only 2% to let- 
ter costs. But it makes your 
correspondence 100% in 
character, prestige, impres- 
siveness. Ask your printer 
for samples of the following: 


LLBROWA 


BOND PAPERS 


* ADVANCE BOND 
100% New White Linen & Cotton Fibres 


*L. L. BROWN’'S LINEN 
100% New White Linen & Cotton Fibres 


FORWARD BOND 
100% New Cotton Fibres 


GREYLOCK BOND 
75% New Cotton Fibres 


ESCORT BOND 
50% New Cotton Fibres 


* Permanent Papers 


L. L. BROWN PAPER CO. 
ADAMS, MASS. 
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NEW YORK CITY 
Topic: INCOME TAX ACT 


Dr. Thomas C. Atkeson, head of the Clear- 
ing Division, Income Tax Section, of the Bu- 
reau of Internal Revenue, Washington, D. C., 
addressed the New York City Control on ‘The 
Individual Income Tax Act of 1944,” at its 
October 19 meeting, which took place in the 
Hotel New Yorker. Dr. Atkeson discussed the 
recent changes in the tax liability and with- 
holding provisions of the Act, as well as the 
new information returns and withholding cer- 
tificates which employers will be required to 
furnish, 


PHILADELPHIA 
Topic: POSTWAR PROBLEMS 


“Readjustment Problems of Business in the 
Immediate Postwar Period” was the subject 
of the address by Mr. E. E. Lewis, a member 
of the executive staff and director of accounts 
and finance of RCA Victor Division of Radio 
Corporation of America, who was guest speaker 
at the October 12 meeting of the Philadelphia 
Control. The meeting, which took place in 
the Warwick Hotel, ended with a discussion 
period, 


PITTSBURGH 
Topic: ANNUAL MEETING 


The Pittsburgh Control devoted its October 
17 meeting, held at the Longue Vue Club, to a 
discussion of subjects covered at the recent An- 
nual Meeting of The Institute in Chicago. The 
following acted as reporters on various topics 
which were covered at the meeting: Mr. 
Oscar N. Lindahl, Carnegie-Illinois Steel Cor- 
poration, who reviewed the meeting; Mr. R. J. 
Calvert, National Supply Company, who dis- 
cussed ““War Contract Termination Problems’; 
Mr. Vine Covert, Westinghouse Electric & 
Manufacturing Company, who covered ‘‘Post- 
war Reconversion Policies’’; Messrs. W. L. 
Naylor, Gulf Oil Corporation, and William 
T. Homer, Diamond Alkali Company, who 
reported on the Industry Conferences; and Mr. 
William A. Crichley, who spoke on “Today’s 
Tax Problems and Internal Revenue.” 


PORTLAND 
CURRENT TOPICS DISCUSSED 


Mr. Herbert W. McIntosh, the Portland 
Resident Principal of Price Waterhouse & 
Co., spoke on diversified general, financial 
and tax subjects of current importance at 
the meeting of the Portland Control, on 
October 20, at the Heathman Hotel. The 
president of the Control, Mr. Raymond E. 
Brennan, of -Portland General Electric Com- 
pany, commented briefly on the recent An- 
nual Meeting of The Institute. 


ROCHESTER 
ROUND TABLE DISCUSSION 
“Problems!!! was the subject of the 


round table discussion which was the prin- 
cipal feature of the regular monthly meeting 
of the Rochester Control, held on October 
25, at the Rochester Club. With Mr. Harold 
A. Ketchum of F. A. Smith Mfg. Co., Inc. 
acting as discussion leader, such topics as 
renegotiation, terminations, disposal of sur- 
plus property, profit sharing plans, and the 
like, were analyzed. 


QUAD.-CITIES 
ANNUAL MEETING DISCUSSED 
Highlights of the subjects analyzed at the 
Thirteenth Annual Meeting of The Institute, 
recently held in Chicago, were discussed by the 





members of the Quad-Cities Control at their 
October 19 meeting, in the Blackhawk Hotel, 
Davenport. Mr. H. R. Lange, controller of Ord. 
nance Steel Foundry Company, Bettendorf, Iowa, 
acted as discussion leader. In addition, Mr. 4 
Walter Vaughn, assistant secretary of WHO 
Central Broadcasting Company, Davenport, 
spoke on “Surplus Consumers Goods,”’ and Mr, 
W. C. Otto of the Clinton Company, Clinton, 
Iowa, reported particulars on present trends in 
Social Security and Unemployment Insurance. 


SEATTLE 
Topic: CONTRACT TERMINATION 
At its first meeting of the 1944-45 season, 
the Seattle Control of The Institute was ad- 
dressed by Mr. L. R. Allen, assistant controller 
of the Boeing Aircraft Company, on “Con- 
tract Termination.” A “question and answer” 
period and round-table discussion ensued. The 
meeting took place September 28, at the Wash- 
ington Athletic Club. 


SPRINGFIELD 

Topic: WAGE AND SALARY CON- 

TROLS 

A round-table discussion on the general sub- 
ject of wage and salary controls during the 
reconversion period as they relate to costs and 
O.P.A. ceiling prices was the highlight of the 
October 17 meeting of the Springfield Con- 
trol of The Institute, held at the Sheraton 
Hotel. Mr. Ernest W. Heilmann, supervisory 
price analyst, Durable Goods Branch, O.P.A., 
acted as discussion leader. 


SYRACUSE 
Topic: CONTRACT TERMINATION 


Captain Douglass C. Coupe, chief of the 
Fiscal Branch of the Rochester Ordnance Dis- 
trict, Army Service Forces, addressed the mem- 
bers of the Syracuse Control on “Contract Ter- 
mination,” at their regular dinner meeting on 
October 17, held at Dibble’s Inn, in Vernon, 
New York. 


TOLEDO 

Topic: HIGHLIGHTS OF ANNUAL 

MEETING 

Eleven members of the Toledo Control hav- 
ing attended the Annual Meeting of The In- 
stitute in Chicago, the members devoted their 
meeting of October 12, held in the Secor Ho- 
tel, to a discussion of the highlights of that 
meeting. Mr. William F. Webb of Textileather 
Corporation, vice-president of the Control, 
acted as discussion leader. 


TWIN CITIES 
Topic: AIR TRANSPORT 
Mr. E. I. Wyatt, vice-president and treasurer 
of Northwest Airlines, Inc., addressed the mem- 
bers of the Twin Cities Control on “Business 
Aspects of Air Transport Development,” at 
their October 10 meeting, which took place in 
the St. Paul Athletic Club. In addition, those 
who attended the Thirteenth Annual Meeting 
of The Institute, in Chicago, reported on sub- 
jects covered at the meeting. 


WESTERN MICHIGAN 
Topic: POSTWAR PLANNING 
Mr. Ervin H. Shell, Professor of Business 
Administration at the Massachusetts Institute 
of Technology, addressed the members of the 
Western Michigan Control, at their October 
25 meeting, on the subject “Postwar Planning. 
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ow to Keep Well Posted... 


...ON ALL ACCOUNTS! 








You are right 

Up to the minute... 

On all payroll details... 
When you give the job 

To Sundstrand. 


Sundstrand works fast 

At computing, at recording. 
Saves minutes 

Where they count most. 


These minutes add up 
Into thousands of hours . . 
Valuable working hours 
Saved for many firms. 


Sundstrand Accounting Machines 


Do the entire job... 
Not just part of it. 





Each machine makes available 
Several clerks 
For other essential duties. 


Anyone can quickly attain 
Operating proficiency. 

The machine has a simple 
“10 Figure Key” keyboard 


And many automatic features. 


Call Underwood Elliott Fisher 
In your town... 

And learn how to save 
Important time and money 

In your Payroll Department. 


Save the Seconds and You Save the Day — 


Underwood Elliott Fisher Company 


One Park Avenue, New York 16, N. Y. 


Accounting Machine Division 


Specity SUNDS 





RAND for Speed / 








eee ON PAYROLL RECORDS 

Sundstrand posts, computes, and prints 
each check or pay envelope . . . and at the 
same time writes your payroll summary 
and employee’s earnings record. 

All entries are completely visible. Gross 
pay and net pay amounts are automati- 
cally computed . . . column totals auto- 
matically printed. 


°° ON GOVERNMENT REPORTS 

The yearly- and quarterly-to-date earnings 
are automatically computed for all tax 
purposes. On Social Security taxes, the 
machine automatically exempts all yearly 
earnings over $3,000. 


e°* ON WAR BOND LEDGERS 

Each employee’s War Bond account is 
kept up-to-date, with each payroll deduc- 
tion and amount “to go” automatically 
computed ... and every resulting pur- 
chase automatically recorded. The em- 
ployee-list of bond purchases is automati- 
cally counted and totaled. 

% *% ¥ 
Sundstrand Payroll Accounting Machines are 
available subject to War Production - Board 
authorization. 

Our factory at Bridgeport, Connecticut, proudly 

P flies the Army-Navy «E”’ with star added as a 
as second citation awarded for the production of 
¥ 


precision instruments calling for skill and 
craftsmanship of the highest order. .. 















The advantages of standard practice manuals 
were discussed by Otto Price of Boston Con- 
solidated Gas Company, Boston, Massachusetts, 
at the Gas and Electric Industry Accounting 
Conference in Cleveland, in April, 1944. Mr. 
Price pointed out, in his presentation, that “the 
need for and the advantage of having Standard 
Practice Instructions have long been recognized 
by executive management. Undoubtedly, every 
organization has established definite routines 
which are intended to guide the employees in 
their work, but many such procedures are the 
result of memorandums written by division or 
department heads and addressed to their sub- 
ordinate supervisors only. Therefore, it is not 
unusual to have any memorandum become just 
another piece of paper once the supervisors 
have informed their respective groups verbally 
as to the contents. Very likely, the memoran- 
dum will then be filed in some haphazard man- 
ner or eventually will be lost. 

“Consequently, new employees are dependent 
upon their supervisor or one of his experienced 
employees for instructions in learning their 
duties. This period of orientation may be a 
difficult one for both the new employee and 
supervisor or the person designated by him, 
for the latter, though a capable employee, may 
be a poor teacher.” 

Standard Practice Instructions, Mr. Price said, 
are significant to the Public Accountant, for “he 
realizes that they are an integral part of the 
Internal Auditing Program, which influences 
the extent of his independent audit. Usually, 
these instructions have been sent to him at the 
time they were published and, having read 
them, acquaints him with the detailed routines 
affecting the accounts which he will audit. For 
example, a Standard Practice Instruction gov- 
erning the handling of incoming mail and the 
bank deposit of the cash received therein will 
have a direct bearing on his audit of cash. 

“Standard Practice Instructions serve also as 
a management control. These instructions hav- 
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Standard Practice Manuals 


ing received executive approval become the In- 
ternal Auditing Department’s interest and re- 
sponsibility. Consequently, during the course 
of the periodic audits the Internal Auditor will 
determine whether or not there is strict ad- 
herence to the routines established and make 
his report accordingly to the management. 
Standard Practice Instructions are especially ef- 
fective whenever several operating companies’ 
financial facts and figures are consolidated. It 
is important that each individual company fol- 
low the same routines thereby providing uni- 
formity throughout the system. Therefore, hav- 
ing standard forms entails, necessarily, stand- 
ard instructions regarding their use.” 


PREPARATION SUGGESTIONS 


Having spoken of the need for Standard 
Practice Instructions, because of their many 
advantages, Mr. Price then presented a sug- 
gested routine for their preparation. 

“A committee comprised of representative 
men throughout the company appointed to 
study and review existing procedures is a step 
in the right direction. Their resultant compre- 
hensive report to the management will then 
establish the policy to be followed. It is my 
opinion that Routines, General Orders, and 
Statements of Policy, and their revisions should 
be prepared along the following manner: 

“1. This work should be delegated to a well 
qualified individual, for the effectiveness of 
Standard Practice Instructions depends upon 
the manner of its presentation to those con- 
cerned if the proposed practices to be estab- 
lished or revised are to accomplish the desired 
results. The instructions should be written 
clearly, thereby precluding any opportunity for 
misinterpretation. Also, the instructions should 
not involve any complicated handling, and 
standard forms used in connection therewith 
must be as simple as possible. 

“2. Standard Practice Instructions should be 
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Philadelphia - 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & Davis 


dncorporated 


Engineers 





Washington - 


NEW YORK, N. Y. 
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prepared under the supervision of the previ- 
ously mentioned individual working in close 
contact with the supervisors of the various di- 
visions or departments affected. 

“3. The purpose or objective of the proce- 
dure and the instruction which follow should 
each have an appropriate caption. Further sub- 
divisions under these captions should be let. 
tered then numbered and so spaced to permit 
easy reading. It is essential that the duties of 
each department, division, section and group be 
specified clearly under their respective captions 
in writing the procedure. This is quite im- 
portant if the proposed practice involves many 
of them. 

‘4. When the work reaches its final stage, it 
is recommended that the proposed instructions 
be typewritten on standard size punched paper, 
814” x 11”. This paper should have printed 
headings setting forth the title such as ‘Stand- 
ard Practice Instructions,’ and provide for the 
Subject, Serial Number, Date Effective, and 
what it may supersede. 

“5. Having obtained the approval of each 
superintendent, if more than one division or de- 
partment is involved, the instructions then 
should be submitted to the company’s execu- 
tives for their consideration and acceptance. 

“6. When the proposed Standard Practice 
Instructions are approved finally by the execu- 
tives, each division and department head and 
other interested persons should ascertain, and 
indicate the number of copies needed by them 
on a form provided. Then the instructions 
should receive a serial number assigned by the 
person designated who is responsible for their 
filing. 

“7. Mimeographing is the usual means of 
publication after which the desired number of 
copies can be distributed and filed in binders. 

“8. It is advisable to file these instructions 
alphabetically by subject and by serial number. 

“9, The original approved copy of the in- 
structions and any surplus mimeographed ones 
may be placed in a master file, and cross-in- 
dexed with a card reference file. 


War ACCENTUATES NEED 


“The need for Standard Practice Instructions 
today is more pronounced than ever due to the 
personnel problems brought on by the war. There 
have been numerous replacements which in 
many instances have necessitated training new 
employees and rearranging the work of others. 
Every effort has been made to seek economies in 
operating costs and an organization alert to 
possible savings is likely to realize them. 

“Each company represented here has Stand- 
ard Practice Instructions in some form or an- 
other. Their importance cannot be overempha- 
sized. Standard Practice Instructions should be 
reviewed periodically to determine if the 
method provided for doing the work can be im- 
proved or if present conditions necessitate a 
revision. Make sure that your Internal Audit- 
ing Department is fully equipped to do their 
job and finally give your employees the incen- 
tive to do good intelligent work and the op- 
portunity to gain recognition through construc- 
tive suggestions. The majority of employees 
are conscientious workers when they under- 
stand clearly their prescribed duties and when 
urged to submit productive ideas, both the com- 
pany and the employees benefit thereby. 


SUMMARY 


“The advantages of Standard Practice Man- 
uals may be briefly summarized as follows: 


“1. Serves as a textbook for the new em- 
ployee 

“2. Shortens the training period for new em- 
ployees, thereby reducing training costs 

“3. Established procedures are subject to 
periodic audit by company auditors and non- 
conformance disclosed 


(Please turn to page 516) 
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WITHHOLDING CHANGES 
(Continued from page 486) 











ciency that could be obtained through 
mass Operations there was created in 
New York City a centralized office 
known as the Processing Division, 
headed by Mr. E. H. Campbell, to 
which Division was handed this job. 
Starting from scratch, so to speak, em- 
ployees had to be recruited and trained, 
space and equipment obtained and sys- 
tems developed within a very short 
time. 

As of October 6, or within the short 
space of about six months from the 
date the returns (on which the over- 
payments were first indicated) reached 
the local collector's office throughout 
the country, 7,638,561 individual cases, 
including interest calculated from 
March 15, had been scheduled to the re- 
gional disbursing offices of the Treas- 
uty for the drawing of the checks and, 
at the present production rate, the en- 
tire job should be completed in advance 
of the refunding operations following 
the filing of the returns next March. 
The average refund of this character is 
running around $32 per taxpayer. 
Somewhere around 2 million show 
overpayments of less than $5 bearing 
evidence of the fact that the Bureau is 
sctupulously insuring that every dollar 
of excess withholding be returned with 
interest at 6% from March 15, 1944. 
So you may assure your employees that 
they have nothing to lose by a little 
overwithholding caused by such items 
as wage brackets and rounding of 
amounts. 

For the tax year 1944, that is this 
year, you are still withholding on the 
basis of the Current Tax Payment Act 
while the annual liability to be deter- 
mined for 1944 on the returns to be 
filed next March will be on the basis of 
the Individual Income Tax Act of 1944 
which we have been discussing. So we 
anticipate many differences between the 
two taxes and consequently another 
gigantic refunding task following the 
filing of the returns next March equally 
as large, if not larger, than for this 
year. 

For the tax year 1945, which will be 
the first full year of withholding under 
the Individual Income Tax Act of 1944, 
the withholding will be more closely 
coordinated with the final liability than 
in the two preceding years. I do not 
mean to imply that there will be any 
substantial decrease in the number of 
tefunds because it is not possible to 
strike an absolute balance between the 
withholding tax and the final liability, 
but in individual cases where there is 
tegular employment throughout the 
year at a wage always equal to or more 
than the payroll-period exemption, the 


differences in the two taxes should be 
small. 

The effect of rounding payroll period 
wages and exemptions under the per- 
centage method, and the effect of the 
bracket system of the withholding ta- 
bles and the Supplement T tables make 
absolute agreement with the final tax 
more of an accident rather than the 
tule. Any interrupted employment, 
even for one or two weeks, tends to cre- 
ate excess withholding as compared 
with the final annual liability. What- 
ever the problem of refunds, however, 
you may be assured that the Bureau is 
exerting every effort and much ingenu- 
ity in making the necessary adjust- 
ments. 

Just one more matter: How impor- 
tant is your job as withholding agents 
from the standpoint of Federal rev- 
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enues? In the fiscal year 1944 a total 
of $18,261,005,410 was collected from 
individuals in income taxes. Of this 
amount, $7,823,434,977, or 42.84% of 
the total was collected through with- 
holding. In the fiscal year 1945, the 
total to be collected through withhold- 
ing will exceed 50% of the total taxes 
from individuals. I leave these figures 
with you as an indication of the im- 
portance and seriousness of the prob- 
lem. 


Member's Paper Published 


“Punched Card Accounting in a Life Insur- 
ance Company” is the title of a recent printed 
publication by Mr. J. L. Batchler, controller 
of Kansas City Life Insurance Company. The 
publication embodies an address presented at 
the September meeting, in Boston, of the Life 
Office Management Association. Mr. Batchler 
is a member of The Controllers Institute of 
America, having been elected in March, 1937. 
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With a Fridén Fully Automatic Calculator, the machine...not the 
operator, does the work. For example when dividing, FRIDEN 
COMPLETELY AUTOMATIC CARRIAGE TABULATION with 
dividend entry...at the touch of ONE KEY... automatically 
clears the dials...tabulates the carriage to the selected divid- 
ing position...enters the dividend from the keyboard to the 
dials...prevents the entry of the ONE in the quotient dials 
and clears the keyboard for the entry of the divisor. FRIDEN 
FULLY AUTOMATIC DUAL DIVISION then permits the oper- 


Fully Automatic Carriage 
Tabulation and Automatic 
Dual Division..... just two of 


many exclusive Fridén Features 





ator at the touch of a key to automatically obtain positive or 


negative quotients.,.and at the completion of the division, the 
keyboard automatically clears; preparing the machine for any 


subsequent calculations. 


Telephone or write your local Fridén Representative for com- 
plete information and the availability of these Calculators, when 
applications for delivery have been approved by the W. P.B. 





Fridén Mechanical and Instructional 
Service is lable in approxi: L 

250 Company Controlled Sales Agen- 
cies throughout the U. S. and Canada. 





FRIDEN CALCULATING MACHINE CoO.,INC. 


HOME OFFICE AND PLANT + SAN LEANDRO, CALIFORNIA, U.S. A. » SALES AND SERVICE THROUCHOUT THE WORLD 
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STANDARD MANUALS 





(Continued from page 514) 








“4. Provides independent auditors with defi- 
nite information as to company’s practices 

‘5. Manuals may be used as a reference book 
by supervisory force 

“6. Management assured of efficient organ- 
ization, through adoption of standard, accepted 
routines 

“7. Procedures may be revised periodically 
and systematically, with a minimum of con- 
fusion 

“8. Procedures should cover operations of 
all departments 

“9. Provides standard routines where several 
independent companies are operating as a sys- 
tem 

“10. Customers are assured uniform treat- 
ment regardless of location in system.”’ 





MAPI Accounting | 
Manual Available | 
Because considerable interest has 
been evidenced in the news item in 
the October issue of ‘“The Controller’ 
concerning the ‘“MAPI Accounting 
Manual,’”’ recently published by the 
Machinery and Allied Products Insti- 
tute, the editors of “The Controller” 
wish to bring to the attention of its 
readers that the “MAPI Accounting 
Manual” is available at $5.00 per copy 
from the Machinery and Allied Prod- 
ucts Institute’s office at 221 North La 
Salle Street, Chicago, Illinois. 











Byrd Committee Reports on 


Government Corporations 


Government corporations are dealt with in 
the latest report of the Joint Committee on 
Reduction of Non-essential Federal Expendi- 
tures, familiarly known as the Byrd Commit- 
tee, an article in “Tax Front’’ notes. 

After giving a short history of government 
corporations dating back to 1781, the report 
deals extensively with the hundreds of such 
corporations of many types with which the 
public is generally acquainted. The outstand- 
ing feature of the report is the recommenda- 
tion that Congress should consider various 
changes based on the committee’s findings. 

The committee sums up its conclusions in 
the following nine categories: 

1. A great diversity in creation and organi- 
zation of government corporations is noted. 

2. The lack, generally, of over-all control, 
current control by Congress, the Budget, Treas- 
ury, and General Accounting Office should 
have immediate attention. 

3. To a large extent some corporations 
carry On extra corporate functions, such as 
payment of subsidies, price supports, buy- 
ing and selling at a loss. 

4. Government corporations were princi- 
pally created to meet a crisis or emergency. 

5. The corporate form has been too freely 
resorted to. Corporations were formed in many 
cases in which an ordinary agency would have 


sufficed. 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 











NEW MEMBERS ELECTED 








At a meeting of the National Board of 
Directors held October 2, 1944, the applicants 
named below were elected to active member- 
ship in The Institute: 


WALTER L. BRAUER 
U. S. News Publishing Corporation, Wash- 
ington, D. C, 

JOHN W. CRAWFORD 
DeBardeleben Coal 
ham, Alabama. 

MarK DUNNELL 
Bigelow-Sanford Carpet Company, Inc., New 
York City. 

JAMES A. DYE 
The Coleman Lamp and Stove Company, 
Wichita, Kansas. 

Louis N. GILSEN 
Dritz-Traum Company, Inc., New York City. 

THOMAS H. KAISER 
Street & Smith 
York City. 

CarRL T. KOESTER 
The Register and Tribune Company, Des 
Moines, Iowa. 

GERALD T, LAWLER 
Twin Coach Company, Kent, Ohio. 

NorMAN F. LUEKENS 
The George Worthington Company, Cleve- 
land. 

ARLINGTON L. MACBRIDE 
Charles Bond Company, Philadelphia. 

PAUL D. MAacDoNnaLp 
Brewing Corporation of America, Cleveland. 

Horace T. MATHEWS 
The Wilkinson Company, Inc., Indianapolis. 


Corporation, Birming- 


Publications, Inc., New 





6. Using state charters to implement cor- 
porations is anomalous, and may be objec- 
tionable and dangerous. 

7. Government corporations have not been 
successful on a profit-and-loss bagis, but such 
corporations are not usually established to 
make money. Panama Railroad Company (op- 
erating a monopoly in the Canal Zone) is an 
exception, 

8. Farm-credit institutions are to some ex- 
tent over capitalized and a return to the Treas- 
uty should be considered. 

9. The number of corporations and _ their 
complicated interrelations defeat a clear un- 
derstanding of the purposes and objectives of 
each. 


The recommendations contained in the re- 
port are as follows: 

1. That over-all public control be established 
promptly with reference to current control by 
the Congress, the Budget, Treasury, and Gen- 
eral Accounting Office: (a) to take the form 
of a business-type budget—a work program 
for the ensuing year, with comparisons for the 
year in progress, and for the last completed 
year—presented to the Bureau of the Budget; 
(b) after review and modification to be in- 
cluded in the budget for submission to Con- 
gress; (c) to be acted upon by Congress in a 
similar manner as to appropriations; (d) with 
provision for control accounts in the Treas- 


WILLIAM D. MAVER 
The J. B. Williams Company, Glastonbury, 
Connecticut. 

JAMES N. McComs 
Goulds Pumps, 
York. 

EpGAR K. MILLER 
North American Cement Corporation, New 
York City. 

THOMAS R. MINSHULL 
E. H. Sheldon & Company, Muskegon, Mich- 
igan. 

ROBERT H. MEYSTRE 
Daystrom Corporation, Olean, New York. 

JOHN S. RAGLAND 
A. D. Juilliard & Company, Inc., New York 
City. 

E. H. RANDALL 
Tinnerman Products, Inc., Cleveland. 

PAUL E. REMINGTON 
The Mountain States Telephone and Tele- 
graph Company, Denver, Colorado. 

WALTER H. RITCHIE 
University Hospitals of Cleveland, Cleve- 
land. 

B. VERSON 
Shellmar Products Company, Mt. Vernon, 
Ohio. 

VERNON L. THOMAS 
Portland Traction Company, Portland, Ore- 
gon. 

ALLAN W. WALTER 
Freeport Sulphur Company, New York City. 

CHARLES H. Woop 
Consolidated Textile Company, Inc., 
York City. 


Inc., Seneca Falls, New 


New 





| Election of the 25 new 
members named above 
brings the membership 
of The Institute to 


2,465 











uty, and audit by the General Accounting Of- 
ce. 

2. That the Comptroller General of the 
United States be made the auditor and comp- 
troller, ex officio, of each and every Govern- 
ment corporation. 


ACWP Meetings Held 


The November 9 regional meeting of the 
Automotive Council for War Production held 
in Detroit featured discussions on contract 
termination, labor relations, and industrial re- 
lations. Previous regional meetings of the 
ACWP were held in Chicago, Cleveland and 
New York, on October 2, 5 and 10, respec 
tively. 
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H. CHARLES KWASHA 
Consulting Actuary 


Employee “Pension “Plans 
50 Broad Sr. New York 4,N. Y. 














